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Rail strike 
threatens 
travel chaos 
in Britain 

Britamte faring travel 
disruption todayafter British 
Rail fosttts bid tbbana.24- ' 
hom* lwHnmil atrikfl by Bin 
National Union of RaUwaymen, 
which threatens chaos 
throughout the country.partio- 
nlariy in London, where Loo- 
don Underground drivers are 
also striking. Page 11 
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Leading Iran out 
of quarantine 
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Rolls-Royce 
wins $616m 
engine order 
from TWA 

ROLU3-ROYCE, UK aircraft 
engine manufacturer, has ^eon 
ah order from Trans World 
Airlines, US carrier, worth an 

estimated SBIOrn Pnn> 19 ! 


US Administration officials 
fear tte appreciating dollar 

Dollar 

Against ftwOHMak (DM per $) 


Sentencing of former Marine 
Lieutenant Colonel Oliver ■ 
North on his conviction for 
three charges resulting from 
the Iran/Contra affair has been 
postponed until July A. 


Christos the Greek 

President, set in motion the 
constitutional procedure for 
resolving the political deadlock 
resulting from incandasive 
general elections. Page 26 

Shamir criticised 

Jewish settlers in the West 
Bank angrily criticised Israeli 

Primp Mtelatey YlteJialr Khnmfr 

at the funeral of a mu r der ed 
settler. Page 8 

Arms differences 

Richard Bart, US negotiator 
at the Geneva arms talks, said 
ilif l te re i icpft still divided the 
US and Soviet Union. Page 2 

Alliance plan • 

Sn riatigfr q and f! h rl«M i m ilemn. 

era ts plan talks ahw-d atcreat- 
hv an alliance tiiatcoold dom- 
inate the newly-elected 
European Parliament. 

Chargee dropped 

Charges woe dropped, against 
Jose Maria Ruiz Mateos, fha 
former Spanish tycoon who 
wQna seati&the.EnrMeazi . . 
ParWm pwit white a fngitijVe ; - ■_ 
horn justice. Pago* 
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May 1968 June 

may dash hones of achieving 
a substantial reduction in the 
trade deficit. Page 26 

SIEMENS, West German elec- 
tronics group, agreed to pay ' 
Britain royalties on sales of 
its midear magnetic resonance 


President Francois Mitterrand 
said France’s 1788 Revolution 
inspired China's prtMtemoc- 
racy movement, crushed by 
tanks in central Peking.. 

US defence change 

The US Defence Department , 
wffl abandon Reagan Adminis- 
tration poHcy requiring 
defence contractors to help 
finance expensive weapons 
systems. Page 10 

ANC caS 

Oliver Tambo, leader of the 
African National Congress, 
said negotiations with South 
Africa depended on an end to 
the state of emergency and 
political bans. Page 8 

Sri Lanka threat 

Sri Lanka will make an 
approach to the UN if India 
does hot start withdrawing 
its troops by July 30. Page 8 

Yugoslav tumwH 

Turmoil in Yugos lav politics 
may worsen with an annotmee- 
ment by the Slovene party 
leadership that it would con* 
sider withdrawing from the 
Fed e ration. Page 8 

Marcinkus to leave 

Archbishop Paul Maitdnkus, 
head of the Istttuto pa: la 
Opera dl BeBgkme, Vatican 
bank, is expected to leave his 
post on July 18. Page 2 


NEW YORK'S positfcmas the 
world capital nf financial rmr- 
vices is under threat a& 
reduced profitability and com- 
petition forces companies to 
reconsider staying in th#» high 
cost etty. Page 26 • • • 

EURO Disneyland, Walt Dis- 
ney thpmg park being built 
near Paris, Is likely to valued 
at $L7bnrln a flhar» offer thin 
autumn. Page 32 

PIAGdD group, Italian 
scooter manufacturer, has 
: joined forces with West Ger- 
matiy’sKolbenschmidina 
components Joint venture in 
Italy and France: Page 29 

HOCTKERCor pontt faai,diversi- 
fied Australian property group, 
saw shares frill, to a new five- 
year tow after admissions of ” 
serious liquidity problems. 
Page 28 

yncr; Italian telecommunica- 
tions company, is paying 
920.1m to buy 40 percent of 
HR information Ser v ices 
(GEES), the Italian network 
subsidiary of General Electric 
(US). Page 29 ' 

BANGKOK’S rapid transit rail 
system is the subject of negoti- 
ations to resolve difficulties 
over the financing arrange- 
ments for the $L9m “sky- 
train.” Page 7 

BOSCH of West Germany and 
Mppondenso of Japan, two 
of the world’s largest automo- 
tive components suppliers, are 
negotiating a joint venture 
in the US. Page 28 * 

SEMATECH, US government ' 

ha cked Rpmimnrtnrtnr ramanr- 

tnun, has held talks with Euro- 
pean chip makers to define 
areas of common interest 
PageB 

EUROPEAN Community gov- 
ernments are coming under 
fresh pressure to scrap import, 
controls on Japanese cars. 


Argentine favs 

Ffears are growing that Argen- 
tina may soon face a resump- 
tion of last December’s army 
rebellion, as officers and troops 

are showing signs of impa- 
tience with the army leader- . 
shlp.Page 10 


MARKETS 


AUSTRIA will reduce its tariffs 
an more than L800 impart 
items by up to GO per cent from' 
January next year.' Piaget 

SOCIETE GdriSraledeBeSgt- 
qne, Belgian holding company; 

announced it will price the . 

public sate of 7m of its shares 
at 372 each. Page 29 ' 

FRENCH consumer prices rose 
0.4 par cent in May, taking file " 

rfr nrrtr y*w awrmAt fathtimi rat g 
to S-7 per cent Page? . 

HWV iSB economic growth - ■ ■ 

slowed shajplym^r first 
quarter ^age 12 *• 


INDIA has decked to es&ptisfe 
three more oil refineries in 

fflA wyrt ite cade in addition - 

to-three under qonstractkm. 
Pages ■ -- 


Thatcher faces pressure from minis ters over Europe 


By Philip Stephens, Political Editor, in London 


MRS Margaret Thatcher, the 
British Prime Minister, is fac- 
ing pressure from senior minis- 
ters to avoid a clash at next 
week’s European Community 
su mmit in Madrid by dropping 


of plans for closer economic 
<mri monetary integration. 

: Sir . Geoffrey Howe, the For- 
eign Secretary, and Mr Nigel 
Lawson, the Chancellor of the 
Exchequer, are thought to 
believe that without such a 
commitment Britain risks 
being isolated when France 
takes over the EG presidency 


at the beginning of July. 

That concern, shared by a 
number of senior Conservativ e 
MPs, has been heightened by 
the Government’s heavy losses 
in last week’s elections to the 
European Parliament, which, it 
is teared, will weaken its posi- 
tion in Madrid. 

Mrs Thatcher, however, is 
reluctant to commit Britain to 
any part of the three-stage 
move to full economic and 
monetary union contained in 
the repeat by the Delars com- 
mittee erf European central 
bankers. The report, along 


with a European Commission 
proposal fra: a new Communi- 
ty-wide social charter, win be 
the central item on the Madrid 
agenda. 

Officials were yesterday 
playing down the suggestion 
that the Prime Minister far**: a 
new row within the Cabinet 
over Europe, emphasising Hurt - 
discus s ions so fax had focused 
on tactics rather *h«n funda- 
mental Issues. 

The latest pressure, how- 
ever, appears again to under- 
line the basic disagreement 
between Mrs Thatcher and her 
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THREE leading European 
airlines - British Airways, 
klm of The Netherlands and 
Sabena of Belgium - have 

fn prmrrp fe on a finan- 
cial hnk up that will create a 
si gnificant force in the indus- 
try. 

Precise areas of collabora- 
tion under the operating and 
marketing pact have yet to be 
agreed, it was stressed yester- 
day. 

However, it is understood 
that they could Include Joint 
long-haul- - international 
operations, future fleet re- 
equipment, flight crew and 
other training, and aircraft 

Tnafntenanra . 

On the financial front, the 
deal will see BA and KIAf each 
taking 20 per cent in a new 
Belgian airline company. The 
three airlines will remain inde- 
pendent and autonomous, con- 
tinuing their own activities ' 
and even competing in some 
instances. 

However, they will also col- 
laborate in certain arms and ' 
benefit tram the creation, of a 
common pod off experience.- 

The axe of the arrangement 
is Sabena, the Belgian Govern- 
ment-owned airline company, 
which is being restructured 
withincreased capital. 

Although both BA and ELM 
will each have a 20 per cent 
stake, the Belgian Government 
will hold the remaining GO per 
cent and thus continue to con- 
trol the airline. 


A new subsidiary, Sabena 
World Airlines, will be set up 
to conduct the airline 
operations. 

Full legal and financial 
details of the deal have still to 
be worked out, with the aim of 
becoming effective from 
around January L 

The basic principle, however, 
outlined in Brussels yesterday 
by Mr Carlos van Rafelghem, 
chairman of Sabena, has been 
agreed between the three air- 
lines and the Belgian Govern- 
ment 

Approval is necessary from 
the European Commission, 
which needs to be convinced 
by the three EC gh-Hnw« that 
their is not anti-coanpeti- 
tive far other Community air- 
lines. 

Mr van Rafdghem stressed 
the the three airlines’ plans 
would he “entirely compatible” 
with EC com p e titi o n law. 

The Comntissioai is expected 
to scrutinise the deal closely. 
While it generally, favours 
“cross-bordar^Ttnks within the 
Community _ particularly 
among small to mediumaize 
airlines, the large sizes of both- 
BA and KLM may give Brus- 
sels pause Dor thought. 

The Commission is expected 
particularly to study how the 
.three airliraw* route n e tworks, 
and principal airport 
operations, overlap, and to 
what extent the arrangement 
might reduce intra-EC airline 


Japan suspends $5.5bn 
aid package to China 


By Our Foreign Staff 

JAPAN, in a move which may 
signal a tougher policy towards 
the leadership in Peking, yes- 
terday announced it was sus- 
pending a $5.5bn aid pro- 
gramme because of doubts on 
whether it would be “proper 1 * 
to proceed with the five-year 
loan fallowing Chinajp military 
crackdown on pro-uemocracy 

Hr Taizo Watanabe, spokes- 
man far Japan’s Foreign Mhds- 
trv. oac&ed any w ti ti pil intent 
in file suspension of the loan, 
which was to begin next April, 
but added: 

“Even after confirming the 
physical stahflity (In China] 
and a [Chinese] willingness to 
go ahead with business, we 
still have to make up our 
minds as to whether it is 
proper far us to [resume aid 
activities]." 1 

For fear of upsetting Pe kin g, 
Japan has not {pen happy 
about expectations that it 


Japanese Prime Minister, said 
on June 8 that Japan’s, rela- 
tions with China were “differ- 
ent” from those of Europe or 
the US because of “recent his- 
tory”. 

The Japanese Government 
had earlier denied that it 
intended to impose sanctions. 

However, in making yester- 
day ’s announcement, Mr 
Watanabe reiterated the offi- 
cial condemnation of China’s 
violent suppression of the stu- 
dent demonstrations as 
“unpardanabte” the subse- 
quent crackdownon dissidents 
as “incompatible” with the 
democratic values held by 


would apply some kind of sano- 
tidns .to China following 
Peking’s mili tary crackdown. 
In a vetted reference to tb& Si- 
noJapanese war of the 1980s 
and 1940s, Mr Sosuke Uno, the 
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The Japanese Government 
has a ttributed the freeze ah 
current aid only to logistical 
problems and difficulties in 
implementing procedures as a 
result of tiie Weeks of distur- 
bance in China, Aid -missions 
have been postponed and thou- 
sands of Japanese residents 
evacuated after the slaughter 
in and around. Tiananmen 
Square. Mr Watanabe con- 
firmed that of 116 Japanese 
members of aid-related interna- 


tional organisations, only 
seven remained in Peking. 

This year Japan is due to 
complete a seven-year aid pro- 
gramme for China worth 
$3J29bn. The agreement was 
signed last August during the 
visit to Peking by Mr Nobaru 
Takeshlta, the Japanese Pre- 
mier at the tt™. 

The World Bank decided on 
Monday to postpone consider- 
ation of a 3230m loan whDe it 
reviews whether the' turmoil 
will jeopardise the viability of 
bank-financed projects. Last 
week the Bank decided to res- 
chedule a 360m loan that was 
to be g ged to finance an a^l- 
cultnre project in Jiang r i prov- 
ince, central China. 

The US and the UK have fro- 
zen sales of military hardware 
and technology to China 

• The US has formally urged 
Chinese .leaders to show clem- 
ency to individuals sentenced 
to death for their part in the 
recent unrest and to halt the 
wave of mass arrests, the 
White House said yesterday. 

At the United Nations, Secre- 
tary General Javier Perez de 
Cuellar made a similar a ppeal . 


The Rtorary rebirth off 
Alexander Solzhenitsyn 

For 20 years, Alexan- 
der Solzhenitsyn's 
novels of spiritual sur- 
vival and communist 
oppression have been 
too Ideologically 
pointed for publication 
in the Soviet Union. 
That has ended with 
the republication of 
Mabyonin’s House 
Page 6 
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Three European 
airlines join in 
collaboration pact 

By Michael Donne in London, Laura Haun in Amsterdam and David Buchan in Brussels 


Mr van Rafelghem stressed 
that the objective was to 
i mprove the competitive posi- 
tions of all three European air- 
lines against US airlinim, 
which have sought to improve 
their own positions in the EC 
with the advent of the 1992 sin- 
gle European market in mind. 

Sabena itself has suffered 
from generally weak profitabil- 
ity and this has been one of its 
particular reasons for seeking 
a laariing international partnar 
in recent years. 

The agreement would give 
BA another “hub” at Brussels 
international airport, just 
when Britain’s airports are 
becoming increasingly con- 
gested. 

KLM Royal Dutch Airlines, 
which is 39 per cent owned by 
the Dutch Government, said its 
stake in the new Sabena ven- 
ture was designed to 
strengthen its European and 
Intercontinental networks. 

T^e deal fallows ELM’S par- 
ticipation in the ipte nMfi^iwi 
consortium, led by Mr Alfred 
Ghecchi, a Los Angeles inves- 
tor, whose $5U55bn offer for 
NWA has been accepted hy the 
US airline. 

KLM has been seeking inters 
national partners to fend off 
faw^Ming interns tl on ai com- 
petition, especially from the 
big US carriers and rapidly 
expanding Asian airlines. 

At the same time, ELM’S 
financial position has been 
under some pressure. 


two most senior ministers on 
eventual membership of the 
European Monetary System’s 
exchange rate mechanism. 

Despite a recent truce over 
exchange rate policy, Mrs 
Thatcher has made clear that 
she does not want to be 
“bounced” by them into any 
agreement which would inten- 
sify pressure on her to take 
sterling into the EMS once 
Britain’s inflation is brought 
under controL 

Acceptance of the first stage 
would imply a much firmer 
commitment by the Govern- 


Soviet oil 
town under 
curfew after 
three die in 
youth riots 

By Quentin Peel 

in Moscow 

A DUSK-TO-DAWN curfew 1ms 
been Imposed on the Soviet 
Central Asian oil town of Novy 
Uzeo, »Bw riots looting 
by gangs of youths left three 
dead and more than SO 
injured, a senior Soviet official 
said yesterday. 

Some 700 migrant workers 
and HwtT ftunUtoa have been 
evacuated from the town, a 
desolate new settlement built 
to service the oil industry In 
the republic Of Kamlchstaii, 
close to the eastern shore of 
the Caspian Sea. 

However, an official Tass 
news agency report last night 
said that the situation was 
still not under control, with 
"unauthorised rfwnmnrt ra dnwR 
and meetings, and clashes 
between warring groups of 
hnm n i mre " continuing. 

Lt-Gen Grigory Knyazev, the 
Kazakhstan Interior Minister, 
l»«d bear appointed “comman- 
dant of the city,” according to 
Tass, sugges ti ng that some- 
thing approaching martial law 
had been imposed by Interior 
Ministry troops. 

First clear suggestions of 
ethnic conflict in the riots 
were given yesterday by the 
Soviet authorities, who said 
that the gangs erf youths had 
been Chanting tjn pw Hi a gainst 

migrant workers from the 
Trans-Caucasus, on the far 
side of the Caspian. 

However, the disturbances 
also appear to have dear efe- . 
muds of food riots, with major 
complaints cited as food 
rationing and high prices. 

The main source of oil 
Industry workers in the town 
has been Azerbaijan, because 

Co n tinued on Page 26 


ment to take up foil member- 
ship of the EMS, perhaps 
immediately after other Com- 
munity countries remove their 
remaining exchange controls 
in mid-1990. 

But Mrs Thatcher sees little 
prospect of Britain joining dur- 
ing the lifetime of the present 
parliament, which could run 
until mid-1992. 

Last week she also under- 
lined her concern that by 
agreeing to Im plementatio n of 

the first stage of the Delors 
report - concerned mainly 
with strengthening the EMS 


- Britain might find itself 
locked into the much more rad- 
ical proposals for monetary 
union in stages two and three. 

France and West Germany 
have made clear that they are 
determined to press ahead with 
a programme to secure full eco- 
nomic and monetary union. Mr 
Felipe Gonzales, the Spanish 
Prime Minister, hinted on Mon- 
day that the summit might 
have to adopt a majority vot- 
ing procedure if Britain contin- 
ued to block moves towards 
closer integration. 

Delors wins support. Page 11 


Soviet Union 
in turmoil 
says Sakharov 


By Robert Mauthner in London 


DR Andrei Sakharov, the 
Soviet Nobel Peace Prizewin- 
ner. yesterday painted a cata- 
strophic picture of the present 
economic and political state of 
the Soviet Union and warned 
that a fascist military coup 
could not be excluded if its 
problems were not solved. 

Dr Sakharov, who will 
receive an honorary doctorate 
from Oxford University today, 
told a packed audience at the 
Royal Institute of International 
Affairs in London that the 
Soviet Union and the whole 
socialist world had reached a 
crossroads. It was not yet clear 
whether it would take a right 
(conservative) or left (progres- 
sive) direction. 

The Soviet physicist, who 
spent many years muter house 
arrest in the Soviet Union 
because of his dissident views, 
was particularly scathing 
about the economic situation 
in his country. He urged west- 
ern countries not to make any 
offers of economic and finan- 
cial aid to Moscow until funda- 
mental reforms bad been 
implemented. “Any help given 
now would be lost; it would be 
Bm pouring it into the sand,” 
he said. Indeed, it could be 
counter-productive because it 
would prevent the necessary 
economic reforms from being 
implemented. 

Nor was Dr Sakharov very 
complimentary about Mr Mik- 
hail Gorbachev, the Soviet 
President, who, he said had 
been elected to his post by 
“undemocratic processes.” On 
the basis of what he had done 
so far, one could not have a 
definite opinion of Mr Gorba- 
chev. However, Dr Sakharov 
praised Mr Gorbachev for 


being the initiator of peres- 
troika (restructuring) and glas- 
nost (openess) and conceded 
that he could not see any alter- 
native to the Soviet leader for 
the moment. 

“The West appears to set 
great store by the authorities 
in the Soviet Union, but it 
underestimates the enormous 
problems with which they are 
faced,” Dr Sakharov said. The 
recent elections to, and subse- 
quent meeting of. the Congress 
of Peoples’ Deputies had 
revealed the real picture of the 
country and the suffering and 
privations of the Soviet people 
over the past 72 years. 

The recent deterio rati on on 
the economic front had been 
“terrible.” There was too much 
money chasing too few goods, 
particularly consumer goods, 
of which there was a greater 
shortage than only a few years 
ago. There was no real compe- 
tition between producers and 
traders of goods and little or 
nothing bad been done to 
reform the state-controlled 
agricultural sector, which 
favoured bad producers and 
penalised efficient ones. 

Turning to the recent unrest 
in various Soviet Republics, 
such as Armenia, Georgia and 
Uzbekistan, Dr Sakharov said 
the conflict between the 
nationalities in the Soviet 
Union had created a danger- 
ously tense situation. The 
Soviet Union was “the last 
imperial and colonial empire, 
full of deep national contradic- 
tions.” 

His solution was a renegotia- 
tion of the Soviet constitution 
in the direction of a Looser 
structure; Soviet Republics 
would be linked by treaties. 
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EUROPEAN NEWS 


Arms talks split 
over SDI, warns 


Opposition to European fighter project gathers strength 


By David Goodhart in Bonn 


US negotiator 


By William Dullforce in Geneva 


A FUNDAMENTAL difference 
persists between the US and 
the Soviet Union over nuclear 
arms control Mr Richard Burt, 
the new chief US negotiator, 
made clear yesterday. 

Under its Strategic Defence 
Initiative (SDI) the US would 
continue to research, develop 
and test space defences in full 
compliance with the 1972 anti' 
ballistic missile (ABM) treaty, 
he said. And it would retain 
options to deploy the defences 
when they were ready. 

Mr Yuri Nazar kin, the new 
Soviet chief negotiator in the 
talks which resumed this 
week, said on Tuesday his 
number one issue was to reach 
understanding on the link 
between the reductions in 
long-range nuclear arsenals 
and tbe ABM treaty, which 
Moscow says strictly limits 
defence against ballistic mis- 
siles. 

“We see no such linkage." 
Mr Burt told reporters. Tbe US 
did not think that a strategic 
arms reduction treaty (Start) 
should be held hostage to an 
agreement on space defence. 
President George Bosh had 
decided that the SDI goals and 
the US approach in the talks 
on defence in space were sound 
and would remain unchang ed. 

The US would introduce 
soon the new proposals for ver- 
ifying compliance with a Start 
agreement and enhancing stra- 
tegic stability mentioned by 
President George Bush on 
Tuesday, Mr Burt said. It 
would be “extremely helpful" if 
the two sides could agree on 
these measures early on and 
start implementing them. This 
would help build support for 
ratification of a treaty within 
the US Senate. 


Mr Hans-Dietrich Genscher, 
die West German For eign M in- 
ister. has made his strongest 
statement to date against a 
decision by Nato to “modern- 
ise*’ ageing short-range Lance 
US nuclear missiles in 1992, 
writes David Marsh in Bonn. 

In an interview with the 
Saeddeutsche Zeitung, pub- 
lished today, Mr Genscher 
says Nato’s decision in three 
years* time on whether to 
bring in new missiles by the 
mid-1990s would depend upon 
the overall security position in 
Europe by that time. But he 
stressed that West Germany 
would do “everything within 
our means" between now and 
1992 to try to avoid the neces- 
sity for modernisation. 

Mr Genscher’s forthright 
remarks come as a reminder of 
the delicacy of die compromise 
on the lance question at the 
Nato summit last month. 


A GROWING body of opinion 
in the British and West Ger- 
man Defence Ministries 
believes that the four-nation 
European Fighter Aircraft 
(EFA) will be cancelled before 
It reaches production largely 
because of German opposition. 

The new generation ai r c ra ft 
being developed by the US, 
West Germany, Italy and 
Spain, is due to cost about 
£21ba and should go into ser- 
vice in 1996. Problems with the 
project have recently been 
highlighted by the unresolved 
argument over the radar order 


- Britain, Spain and Italy sup- 
port a new system developed 
by Ferranti; West Germany 
prefers the model developed by 
AEG. 

Officials still believe the dis- 
pute will be resolved in fav o ur 
of the Ferranti system despite 
an energetic rearguard action 
within the Bonn Defence Min- 
istry. However, while the radar 
dispute has been edging 
towards resolution “darker 
clouds have been assembling 
on the horizon,' according to 

One 

The EFA project has always 


had most grudging support 
from West Germany and the 
DM6bn (£2bn) bfll for its share 
of development costs only just 
scraped through the Bundestag 
in 1987 in the face of opposition 
from the Social Democrats and 
the junior coalition partner, 
the Free Democrats. 

Opposition has now spread 
to parts of the ruling Christian 
Democratic party and when 
the Bundestag's Budget 
Authorisation Committee 
recently had to approve a 
slight increase in EFA develop- 
ment costs because of a miscal- 


culatio n in the original sums, 
Mr Bernhard Friedmann, the 
CDU chairman, warned that be 
cooold not guarantee coalition 
support for any fnrther 
fjgmanris for money. 

Opposition has also grown 
more vocal within the Defence 
Ministry where one group 
argues that the country’s first 
priority must be to strengthen 
its land forces. The Bunde- 
swehr is facing increasing 
equipment and recruitment 
problems. 

If is also thought that fast 
progress in the Vienna conven- 


tional arms talks with the War- 
saw Pact might put the EFA In 
jeopardy. Although defence 
analysts argue that tbe four 
countries would still need 
some air defence fighter to 
replace the existing generation 
opinion might be pushed An- 
ther against a model as expen- 
sive an<f sophisticated as the 
EFA at a time of international 
disarmament. 

All parties to the deal are 
now locked into the develop* 


ment stage (costing about 
£5bn) which should produce a 
prototype by 1992. The next 


test of resolve comes at the end 
of 1991 with, tbe start of the 
production investment stage. If 
West Germany were to pull out 
or before, the other part- 
ners would be very unlikely to 
continue. „ . , _ 

The election of a Social Dem- 
ocrat Government In December 
1990, or any Social Democrat 
participation in government, 
would also almost certainly 
spell the end of the project 
despite the SPD*s about-turn In 
accepting the Tornado when it 
mmp into government at the 
end of the 1960s. 


Turks likely to 
be on Zhivkov 
talks agenda 


Judge drops charges against Ruiz Mateos 


By Tom Bums In Madrid 


By Judy Dempsey 
in Vienna 


The Bush administration evi- 
dently wants a tight verifica- 
tion mechanism to have been 
tested and put in place before a 
treaty is signed. Mr Burt 
implied that the US was not 
satisfied with the verification 
system included in the 1987 
intermediate-range nuclear 
forces (INF) treaty. He pointed 
out that the teams monitoring 
progress in tbe elimination of 
INF missiles had had to negoti- 
ate modifications. The US had 
been “getting good INF experi- 
ence” but this was insufficient 
on its own for a much more 
complicated Start treaty. After 
“seeing the lie of the land" 
over the next six weeks or so, 
negotiators would take a recess 
to analyse results in their capi- 
tals, Mr Burt said. 


MS Todor Zhivkov, the 
Bulgarian leader, will visit 
Moscow on Friday, fuelling 
speculation that tbe exodus of 
Bulgaria's ethnic Tnrfcs will be 
high on the agenda In talks 
with Mr Mikhail Gorbachev, 
the Soviet leader. 

In the past month, some 
30,000 ethnic Turks have left 
Bulgaria for Turkey. Many 
told reporters they were 
deported. 

However, foreign ministry 
officials in Sofia continue to 
insist that *Tnrkish-«peaHng 
Bulgarian citizens" are not 
being farced to leave. 

• An open letter mlHng on 
the UN to use all means possi- 
ble to halt the expulsion of Its 
ethnic Turkish minority by 
Bulgaria was sent yesterday to 
Mr Javier Perez de Cuellar, the 
UN Secretary-General by Mr 
Mesut Yilmaz, the Turkish 
Foreign Minister, 

The numbers of ethnic 
Turks to have crossed tbe bor- 
der since late May reached 
around 45,000 yesterday. 


A SPANISH judge yesterday 
dropped the charges against 
Mr Jose Maria Ruiz Mateos, 
the former tycoon who won a 
seat in the European Parlia- 
ment while a fugitive from jus- 
tice. The newly-elected MEP 
later told a news conference 
that he would henceforth 
refrain from assaulting mem- 
bers of the Socialist adminis- 
tration. 

Mr Ruiz Mateos achieved 
wide television coverage on the 
day the European election 
campaign opened when he 
attacked Mr Miguel Boyer, the 
former Economy Minister who 
ordered the expropriation of 
his Rumasa industri al holding 
in 1983. 

After the incident Mr Ruiz 
Mateos went into hiding but, 
as he played cat and mouse 
with tbe police, he managed to 
run an effective electoral cam- 
paign against the Government 
that earned him more than 
600.000 votes last week and a 
seat in the Strasbourg assem- 
bly. 

The Judge declared Mr Ruiz 
Mateos a free man yesterday 
on account of his immunity as 
an MEP but the possibility 




Swedish tax 
reform plan 
announced 


By Robert Taylor 

in Stockholm 


Jose Maria Unfa Mateos emerges into public gaze yesterday, promising “no more downing about” 


remains Hwt thp Spanish Gov- 
ernment will petition Stras- 
bourg to have him appear 
before the Spanish Supreme 
Court 

In addition to the assault 
charge, Mr Ruiz Mateos has 
still to face charges af sev e re 
business malpractice in con- 
nection with tiie Rumasa bedd- 
ing *h«t he founded. 

A jubilant Mr Rnw Mateos 


appeared before the press to 
say that from now on, as an 
MEP, he would “deal out docu- 
ments *"«*»«* of punches” and 
rtirf he would Attend the inter- 
ests of the S panidi public in 
Strasbourg with the same drive 
that he had defended those of 
his erstwhile holding. 


several times after being extra- 
dited to Spain three years ago. 
Many regard him as a folk 
hero. 


The eccentric tycoon escaped 
from prison and jumped bail 


He said that after the confi- 
dence that voters had placed in 
fate hastily organised electoral 
ticket he would no longer “use 
disguises” and that there 
would be no more “pranks and 
clowning about”. 




Enso-Gutzeit: 


French inflation rises to 
3.7% on higher oil prices 

By George Graham In Paris 


Stepping out with a listing on London’s ISE 


By Victor Thome, Helsinki 

Renowned the world over for the consistent 
quality of its forest products, Finland's 
biggest exporter in the field in terms of 
value, Enso-Gutzeit Oy has taken a step in its 
careful process of internationalisation that 
makes a milestone in the company's rapid 
development in recent years. 

Enso’s listing on the Inter- As a practical concept, 
national Stock Exchange in the EnsoNet system of com- 
London, effective from 19 muni cation is without doubt 
June, is a manifestation of ahead of its time and, as it 
its determination to step casts its information tech- 
beyond its present financial nology net wider, is more 
and manufacturing con- than proving itself as a cus- 
fines to emerge as a truly tomer-friendly supplies aid. 
European concern with a Marketing apart, Enso 
global market. has always been aware that 

The past few years have wit- the only course of action for 
nessed not only major mill getting closer to its cus- 
upgrading schemes in Fin- tomers, in sophisticating its 
land but important invest- services, lay in establishing 
ments in production converting facilities on the 
capacity overseas. Chief European mainland, parti- 
SLmong these was Enso’s culariy within the European 
joint venture in Canada, Community. 

Eurocan Pulp and Paper It is a knowledge moti- 
Companv - a pioneer in its vating all industrial enter- 
class which has the benefits prises in non-member coun- 
of strategic positioning and tries as the EC nations pre- 
more latterly, substantial pare themselves for the 
profitability. - Single Market in 1992. 

Eurocan has achieved the As a short-term corporate 

status of Canada's largest strategy of thoughtful 
exporter of packaging board expansion in its specialist 
and paper, collaborating areas, Enso's approach to 
with Enso on the develop- Europeanisation has been 
ment of a marketing one of softly, softly, 
network, ranging as far Nevertheless, the com- 
afield as South-east Asia pany has room to mano- 
and Japan. euvre with its own high 

Enso has placed a good liquidity, as it showed in its 
deal of stress on devising recent deal with the Dutch 
and setting up an efficient woodfree paper mill, Bergh- 
marketing network for the uizer Papierfabriek NV 
company as a whole, with (BPF). 
the emphasis on customer “It’s the shape of things to 
service. The resultant sales come,” states Jukka Har- 
and service apparatus was mala, Enso’s President and 
EnsoNet. a real-time, com- COO, “and well in line with 
puterised link between the our strategic planning.* 
disparate divisions and Expected to be finalised 
units of the company, The by the end of summer, the 
Helsinki head office and the deal involves Enso’s taking 
mills, and between many a majority shareholding in 
important customers and the Wapenveld complex, 
their sources of supply. which includes the sheeting 
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Silli 


FRENCH CONSUMER prices 
rose by 0.4 per cent in May, 

twlring the country's annual 
inflation rate to 3.7 per cent, 
according to provisional fig- 
ures released yesterday by 
Insee, the state statistical 
office. 

finance ministry officials 
said the increase, like tbe 
sharp price rise in April was 
partly accounted for by the 
impact of higher oil prices 
early in the month. Without 
the effect of oil-related prod- 
ucts France’s annual inflation 
rate stood at 3.2 per cent - the 
same as in December. 

Price rises so far this year 
have, however, already trig- 
gered an automatic increase in 


France’s minimum wage, and 
some economists tear pressure 
for higher wages could now 
start to mount. 

Oil prices are expected to 
contribute to a slowdown In 
inflation in the next three 
months, but car prices may 
counter this. Peugeot has 
annnnnopfl an increase of 9.9R 
per cent from July I. Citroen 
one of 22 per cent and Renantt 
one of IB per cent. AH three 
raised prices by 1A per cent at 
the beginning of the year. 

French inflation, however. Is 
stQl slower Hwn that of any erf 
the country’s major trading 
partners with the exception ot 
West Germany, the Nether- 
lands and Japan. 


Enao: Base in Helsinki, view of the world. 


ENSO-GUTZEIT OY 


Head Office 
K ana varan ta 1 
SF-00160 Helsinki 
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Telex: 124438 ensosf 


facility it has had under 
joint ownership with BPF 
for some time. 

Under a development 
plan being drawn up by the 
two parties, BPF’s produc- 
tion efficiency will be 
increased by raising the 
mill’s capacity and 
improving its finishing 
equipment and amenities, 
at the same time enhancing 
its service standards. 

The Wapenveld paper 
mill currently turns out 
about 120,000 tonnes of 
woodfree papers on its three 
paper machines. Copying 
and offset papers and paper 
for envelopes are the main 
grades produced. The mill’s 
turnover in 1988 was NLG 
237 milli on. 

The jointly-owned sheet- 
ing plant has a throughput 
of some 160,000 tonnes a 
year and handles a sizeable 
part of the 450,000 tonnes a 
year of Enso’s production 
coated and uncoated grades 
of fine paper. 

Says Hannaia: “We 
estimate we can fairly 
quickly increase the fac- 
tory’s total capacity 
through modernisation to 
170,000 tonnes or more. If 
the market is buoyant in tbe 
future, perhaps even a cer- 
tain amount of new capacity 
could be built on tbe present 
site." 

The Berghuizer deal gives 
Enso a major boost in its 
service to E C and other 
Western European cus- 
tomers, gives it access to the 
Amsterdam Stock Exchange 
and puts it in top position in 
fine and copier papers on 
the continent. 


As Harmala points out; In common with its Rus- 
“Our new partner’s industry sian partners, in this and 
is strategically situated in a throughout the spectrum of 
highly centralised market its activities in the produc- 
area. As a result, I wouldn’t tion of paper and paper- 
rule out the possibility of tbe board, packaging products, 
core of our Fine Paper Divi- sawn goods and plywood, 
sion’s marketing organize- Enso has demonstrated a 
tion operating from that critical concern for the envi- 
ideal location at some time romnent through an ongoing 
in the future." largescale investment in 

Enso’s gaze is not solely -ecologically sound pro- 
directed towards North cessing. 

America and Western The company invests its 
Europe. It views the Pacific concern in a seat on the 
rim'as an area of groat pro- board, with the director’s 
spects, particularly as the brief to include the manage- 
nations in the region expand ment of the Ensocare work- 
their industrial base. But mg group, a committee set 
there exists another, as yet up three years ago to collect 
hardly tapped source of and disseminate, accurate 
business. information on a wide range 

Conscious of the massive of issues concerning the 
potential in the Soviet effects on the environment 
Union, and building on Fin- of the forest products 
land’s well established industry’s practices, 
trading relationship with its Concludes Jukka Har- 

eastem neighbour, Enso has mala: “We’ve poured 

entered into a joint venture resources into the non-stop 
with the USSR to create a task of cleaning up our pro- 
state-of-the-art pulp mill on cesses in Finland, and the 
Finnish territory at Uima- situation now is that we’re 
harju — a breakthrough pro- pretty good. We’ve had to 
ject that marks the first be: we’re particularly strong 
occasion in which the Hus- in liquid packaging board, 
ai a nft have been involved in which is a consumer pro- 
such a deal outside their duct calling for the highest 
own borders. standards of safety and 

The FIM 2.4bn Enso- hygiene. 

USSR venture, with the “As far as Enso is con- 
Finnish company holding cerned, commercial sound- 
80% of the equity, will cover ness - as underscored by 
Enso’s pulp requirements for London’s ISE allowing us a 
a long time ahead, with Enso listing - high quality, effi- 
able to sell any excess in the dent marketing, customer 
world markets. Birch for the service and attention to the 
facility will come largely environment are all part of 
from the Soviet Karelian an indivisible package of 
area, although the mill will operations that will assure 
also produce a large quantity Enso a profitable position in 
of pine pulp annually. the years ahead.” 


Marcinkus expected to 
leave Vatican bank post 


A WIDE range of goods and 
services will be taxed in Swe- 
den. at the rate of 23.46 per cent 
from January 1991, under tax 
reform proposals announced 
yesterday by an all-party par- 
liamentary committee. 

It is estimated that the net 
increase in Sweden’s indirect 
ta*pjs will bring SKrl7.fibn 
(£1.7bn) to the Ministry of 
Finance, which will recoup 
same of the losses incurred by 
the proposals to abolish central 
government income tax on all 
but the highest paid. 

The package is expected to 
add 3J» per cent to the price 
Index, compared with the 4 par 
cent increase in disposable 
income expected from the par- 
allel Income tax cuts. 

The committee's proposals, 
which have beat presented to 
the Finance Ministry, will 
wwan more expensive cinema, 
theatre and sports tickets, 
newspapers, television 
licences, petrol and holidays. 

Indirect taxes on reftise col- 
lection and real estate services 
will be increased substantially, 
affecting rent Levels. They will 
also be applied to personal ser- 
vices like hairdressing and 

hg al and finawrial services. 

The plan also involves, how- 
ever, a reduction in some Indi- 
rect taxes as well as a commit- 
ment to no levy on areas lifca 
fawith care, education, 
servic es and the post 

The committee report argues 
that “the d W rn mH nMi effects 
of the proposed charges are 
negUgfluBL The Indirect taxes 
are proportional or. very 
slightly regressive in relation, 
to disposable income and are 
also largely neutral acrosB 
socioeconomic groups." ' 

The committee was not 
unanimous on the indirect tax 
proposals, and the ruling 
Social Democrats may have dif- 
ficulty securing a parliamen- 
tary majority for some of them. 

The next stage is in the 
autumn when the Finance Min- 
istry begins to formulate the 
final tax r efo r m package . 


By Alan Friedman In Milan 


ARCHBISHOP Paul Marcinkus, 
the controversial 67-year-old 
head of the Istituto per le 
Opere di ReHgk m e (IOR), the 
Vatican bank, is expected to 
leave Ms post on July 18, when 
the IOR’s newly appointed 
five-member supervisory board 
meets to make new executive 


The five lay members of the 
board were named yesterday 
by a working group of cardi- 
nals charged with Healing with 
the Holy See’s economic 
affairs. 

The new committee consists 


of Professor Angelo Caloia, 
chairman of Medfoerechto Lam- 
bardo, a Northern Ttatbm medi- 
um-term corporate finan ce 
bank; Mr Philippe de Week, 
former president of UBS, one of 
the leading Swiss banks; Mr 
Thomas Pietzcker, a director of 
Deutsche Bank; Mr Thomas 
Macioce, a new York business- 
man and consultant to Cardi- 
nal John Joseph O'Connor; and 
Prof Jose* Sanchez Aslain, 
president of Banco Bilbao- Viz- 
caya. 

It was decided in March to 
reorganise running of the LOR. 





CREDIT SUISSE 

CREDIT SUISSE FINANCE (PANAMA) SA 


Notice to holders of 4%% US$ bonds 
1987-87 with warrants of 
Credit Suisse Finance (Panama) SA 

Warrants exercisable into 
CS Holding bearer shares 

(Swiss security no. 804.880, no. 808.183 for the warrants) 


Incompliance with the trust deeds constituting the above-mentioned debentures 
and warrante, nonce is hereby given that at the Extraordinary General MeetinoofCS 
HoWtog held on 8 May 198 9 the le vel of equity capital was fixed at Sfr 2350000 000 
comwdng of 4500 000 registered shares each with a nominal value of Sfr 100 and 
3 800 000 bearer shares each with a nominal value of Sfr 500. 800 

Of these, 230 000 registered shares each with a nominal value of Sfr 100 and 224000 
bearer shares. Bach with a nominal value of Sfr S00, all ranking for dividends as from 
! J-«"V °«r 3 d £ ^ShttiMuato ,* are hotd«l S 


every 15 shares held in the appropriate category, and holdereof jwrtkapattonMrtff 
“ a ° quir9 1 H 0 * share ***** 160 PCseftoSap^rSSa^^ 


s.'ssss keek je? tsssss 


bySVr 146.30 to Sfr 3 553.70 

The adjusted exercise price of the warrants is effective as of 21 June 1988. 

21 June 1989 
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Tom Ames; bee n saying good morning for 16 years 


All too blinking 
quiet on the 
Eastern Front 


By David Marsh 

THE British Arm; Gazelle 
helicopter skims across north- 
ern Germany at 120 feet, skirt- 
ing woods, swimming pools* 
lignite works and graveyards. 
Sending horses and cows scam- 
pering on the meadows below, 
the wuftiiftift friwnmi in over Hw 
rape seed Adds. on the wire 
fence dividing the Bast and 
West German states. 

This is one place where there 
is no sign of Glasnost 

Mr Tom Janes, a puckish 64- 
year-old Liverpudlian, has 
been patrolling the northern 
section of the border for 16 
years. An incongruous relic of 
the Allies’ postwar control of 
Germany, he is head of the 


European Diary 



ineezed 
r Jones 


West Germany 

four-man British Frontier Ser- 
vice. They are a team of border 
Sherpas, whose job is to keep 
the British Army of the Rhine 
informed of developments 
along the frontier. 

The helicopter heading out 
from the town of Helmstedt 
whirs down neatly a few yards 
westwards from the row of 
East German border markers. 
A well-practised ritual gets 
underway. 

“Why.dpn’t you . say good 
morning?” Mr Jones calls 
across in Us Mosey lilt, half- 
ingratiating, half-intimidating, 
to two grey-uniformed East 
Ge rman soldiers. Drawn by our 
radar picked up at the 
nearby control post, they 
arrive, as tf by a conjuring 
trick, an the other side. 

*Tve been saying good morn- 
ing to you for 16 years,” shouts 
Mr Jones. “I don’t want to talk 
about politics. X don’t want to 
talk about the border. I just 
want you to say good morn- 
ing.” 

The two members* of East 
Germany’s 47,000-strong border 
force temain tight-lipped. They 
are too well-trained even to 
scowl Instead, they brandish 
smart-looking cameras and 
start snapping the small con- 
tingent of British soldiers. The 
British take out what seem to. 
be camer as point 

them b ack. 

“They're photographing each 
other,” says Tom Jones. “Ridic- 
ulous, isn’t it?" 


On official inspection tours 
such as thin , Mr Jones dons a 
peaked white naval officer’s 
hat. The first director of the 
Frontier Control Service, set 
up in 1946 with a staff of about 
300, was a naval captain in 
charge of operations such as 
mine-sweeping. The service’s 
operations have dwindled, but 
the uniform has remained in 
force. Mr Jones has promised 
Ms hat to a small boy. 

Mr Jones arrived in Nor- 
mandy with tile ttrUlnh Ann; 
two days after D-Day in 1944, 
and fought, his way to the 
in 1946. He has spent 40 years 
in Germany, including a long 

spell in the military pnllro 

He win now become a Chel- 
sea pensioner at the SQO-year- 
oid Military Hospital in Lon- 
don. For a wag used to scan- 
ning East German watch-tow- 
ers and . hovering within 
eye-ball range, of Soviet Hind 
helicopters, it is a 
which fills -him with 
complete eattfausfasm. 

H& . lanky figure i 
back in the Gazelle, -1 
keeps up a. running .recital of 
frontier-lore. He points out the 
electrified fences, the vehicle 
obstacles and the alarm 
systems an the eastern side of 
the long gash cutting through 

the 

In spite of the nearperfec- 
tion of the banders, a few more 
escapes have taken place 
lately. Mr Jones counts three 
families In the last three 
months. In the last one, the 
father was miraculously aMe 
to throw his three children, 
aged seven, eight and 11 , over 
the fence. 

But he adds: “Gorbachev has 
not made any difference here. 
The people in the border area 
say nothing has changed. What 
you are looking at is ar-scar 
going through tine country.” 

We fly near a village on the 
East German Hoetensle- 
ben, entirely fenced off from 
the rest of the world. 

Here is a bridge over a cul- 
vert over which a defector 
crossed, there an East German 
power station which used to 
deliver electricity to the Wast 
“They cut off the cables with 
shears,” says Mr Jones with 
dry humour. "Maybe they 
couldn’t find the switch." 

Mr Jones sometimes shows 
the strain. Dwelling on the 
East German soldiers - ordi- 
nary German lads who, but for 
geography, could be In the 
Bunaeswehr - he confides: ”1 
can’t stand them.” 

After 16 years, Mr Jones 
sometimes has the sneaking 
wish to stray for a few minutes 
in his Gazelle over to the east- 
ern giriw ttf the East-West line. 
Tom Jones has just -a few 
months left to say his fere- 
wells. The border will stay a 
lot longer. 


tmpson 

01-7342002 IlCCADILLT 

STARTS TOMORROW 


• DAKS hvopiecebudnass a*. 

• OAKS single-breasted blazer.. 

• DAKS wool trousers — 


£189 
£99 
9. £55 


• CARS wool lad**... 

• DAKS wool starts^. 

• DAKS wool housan.. 


£99 

„j£69- £34-50 
„^5- £37-50 


DAN DAILY ftOOAM -3UJOPM THOTSDATS UNTIL ZOOHA 


Slovenes hint at quitting federation 


By Judy Dempsey in Vienna 

YUGOSLAVIA’S political 
turmoil has taken a new twist 
after leaders of the Slovene 
party erfd they would consider 
withdrawing from the federa- 
tion if certain "political Items" 
were forced upon them. 

It was the dearest indication 
so far (tf the major differences 
between Slovenia, Yugoslavia's 
most liberal republic, and Ser- 
bia, which remains entrenched 
in more orthodox communist 

ideology. 

Hr Yman, Slovenia's 
popular party leader warned 
that “Slovenia would not exist 
in a Yugoslavia whore political 
nrwi T ^atifvnni domination was 


Raced on it. 

"The unitary ideas among 
big nations are also separatist 
In their intent,” Mr Kucan 
m id t in remarks which were 
pointedly directed at Serbia’s 
apparent attempts to gain 
political domination, over the 
federation. 

His unusually frank 
remarks, made during a rally 
in Ejubijana at the weekend, 
followed an exchange of letters 
between both republics. 

Last March, the Slovene 
leadership had invited the 
Serbs to discuss the deteriorat- 
ing political situation in the 
country and particularly the 


force used against the ethnic 
Albanians In the southern 
province ctf Kosovo. 

However, the Serbian party 
leadership, which until 
recently was led by Mr Slo- 
bodan Milosevic, openly 
rejected the Invitation. Instead 
It resorted to sharply critict- 
stng Slovenia’s political system 
as well as its defence of the 
ethnic Albanians of Kosovo. 

Mr Kucan said he would 
make no more overtures to the 
Serbian leadership. 

“We will not offer our left 
cheek to those who have 
slapped us on the right one,” 
he told thnnaandfi of Slovenes. 


Essentially the dispute cen- 
tres on what direction the 
political reforms Should takp 

Slovenia and Croatia advo- 
cate greater pluralism inside 
and outside the party; Serbia 
favours retaining the party’s 
leading role. 

The dispute is also linked to 
the party congress due later 
this year. 

Party officials in Ljubljana 
fear that Serbia, the republic 
with the highest party mem- 
bership, will attempt to change 
the statutes to “one-man, one 
vote” instead (tf each republic 
having the same number of 
delegates- 


Israelis boycott Socialist International 


By Robert Taylor In Stockholm 


A ROW has broken out in the 

SupiuHri t nlwnati nnal with the 
arrival of a delegation from the 
Palestine Liberation Organisa- 
tion to attend its 100 th anniver- 
sary conference in Stockholm 
as observers. 

The Israeli Labour Party Is 
boycotting the gathering in 
protest at the presence of the 
PLO group tea by Mr Tassir 
Abed Baboo at the conference. 
• But Mr Shimon Peres, 
Israel’s Finance Minister 
Labour leader, is in the Swed- 
ish capital at the moment as 
the guest of Sweden’s finance 
minister Mr KjeH-Olof FehJt 


At a press conference yester- 
day Mr Peres attacked Swe- 
den’s mediating rale between 
the FLO and Israel, suggesting 
that the Swedish Government 
was faiHng in the m<mip 
E ast dispute and not acting as 
a bridge between them. 

It is clear that the Israel 
Labour leaders believe that 
Sweden is behind the PLO 
presence at the conference, 
that this would to 
a resumption (tf private con- 
tacts to fry to resolve the pres- 
ent A«*Tlrw4r 

Mr Peres complained at the 

way dm finff ia ltet Tntwnatiwial 


had behaved in inviting the 
PLO to come to the conference 
and disregarding Israel’s objec- 
tions. 

He said that the organisa- 
tion’s president Ur Willi 
Brandt had expressed his con- 
cern over the matter to him. 

Israel’s Finance Minister 
repeated his government’s 
commitment to the Hnirfing of 
elections in the occupied terri- 
tories on the West Bank 

He said he envisaged a con- 
federation in the area by the 

end of the century covering the 

Israelis and the Jordanians *nH 
maybe even the Palestinians. 


Bilak turns on 
latest reforms 

MR VASIL Bilak, a former 
member of the Czechoslova- 
kian ruling Praesidium, has 
said that the reforms in Hun- 
gary and P oland are causing 
economic and political chaos, 
Reuter reports from Vienna. 

In one of the strongest con- 
demnations yet of one Commu- 
nist country by another, Mr 
Bilak said: *1 am among those 
who genuinely fear that the sit- 
uation in Poland and Hungary 
is on the verge of dramatic 
events." 

Mr Bilak asked a Party Cen- 
tral Committee meeting how 
the communist trading bloc 
could continue 


Back to square one 
in Italy’s attempt to 
form new coalition 


By John Wytes in Rome 

“POLITICS as usual” returned 
to Italy yesterday with the 
resumption of attempts to form 
a new government after a 
European election whose 
results seem to promise no 
more another two years 
of disorderly and only intermit- 
tently effective coalitions. 

“Really nothing has 
changed,” said Mr Arnaldo 
Forlani, leader of Italy's main 
governing party, the Christian 
Democrats. 

He was referring, of course, 
to their impact on domestic 
politics and meant that it 
would be neither easier, nor 
more difficult, than before for 
Mr Ciriaco De Mita, the outgo- 
ing Christian Democrat prime 
minister, to succeed In his 
attempt to form the 49th post- 
war government. 

While many observers see 
the results as a dear instruc- 
tion to the five parties who 
have formed five coalitions 
giwra 1983 to get on with the 
job of governing, it also see m s 
that the outcome will, if any- 
thing, strengthen those tenden- 
cies which make for weak 
unstable governments In Italy. 

Collectively the five parties 
lost 2 £ points of the 57.3 per 
cent share of the vote they won 
In the 1987 general election and 


this will not encourage them to 
press ahead with policies for 
restoring public finances and 
reforming public services 
begun when Mr De Mita came 
into office 14 months ago. 

Crucially, Mr Bettino Craxi’s 
Socialists were the real losers 
on Sunday, even though they 
were the only coalition party 
to increase their vote - by 0.5 
per cent. Mr Craxi’s battle for 
leadership of the left has 
slipped badly because he was 
aiming for at least 2 per cent 
more and because the Commu- 
nists halted their five-year elec- 
toral slide 

An additional source of 
instability will be continued 
internal warfare within the 
Christian Democrats because 
the victory of Mr Forlani and 
his supporters over Mr De Mita 
at the party’s Congress in Feb- 
ruary has not brought a clear 
electoral dividend. Mr De Mita 
would prefer to be inside the 
party reorganising his forces 
than at the head oi the govern- 
ment, and so his commitment 
to succeeding in the present 
government-forming exercise is 
suspect But the tenure of the 
next Christian Democrat prime 
minister, whoever he Is, will be 
easily shaken by the power 
struggle within his own party. 



-SHARE 

OFFER 

EVERYONE’S TALKING ABOUT IT. 


ONLY CERTAIN PEOPLE WILL 

RECEIVE IT. 
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No-one could have missed hearing about the Abbey National Share 
Offer. Only an Abbey National qualifying member can take part in it. 

If you’re one of these people, we are sending you an exclusive 
Application Form to apply for shares in Abbey National pic. You should 
receive your form by 22nd June. (Should you decide to apply for shares, 
they would be in addition to the free shares which you will receive 
automatically). To help you purchase your shares, you will be able to 
pay for them by debiting the money direct from a suitable Abbey 
National account. Full details will be sent out with your Application Form. 

If you want to share in Abbey National's future, you should post the 
completed form, in the reply-paid envelope provided, to arrive before 
10am, Thursday 29th June. Alternatively, you can take it into any of our 
branch offices by 5pm, Wednesday 28th June. 

NOW FOR THE FUTURE fftgKoNAL 


SHAKE 

OFFER 


ESLED ON BEHALF OF ABBEY NATIONAL PLC BY KLBNWORT BB'JSON UNTIED. A MEMBER OF Tit SECURTTES ASSOCIATION AND RNANC1AL ADVISER TO ABBEY NATIONAL PLC. ALL APPLICATIONS 
FOR SHARS S-KXAD BE BASS) ON TH£ PROSPECTUS, A COPY OF WHCH CAN BE OSTABED FROM ANV ABBET NATIONAL BRANCH. REMEMBER, SHAKES CAN GO DOWN AS WELL. AS UP IN VALLE. 
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EC collaborative 
research work 
to be extended 

By WlHIant Dawkins in Luxembourg 


EUROPE’S BANKING SERVICES 


Eunurc 9 ocniivM ^ . _ 

Directive an important move towards a single market 


By David Lascelles, Banking Editor 


PLANS to extend and bring 
better organisation to the EC’s 
Ecu 6.48bn (£4.3gbn) collabora- 
tive research programme will 
be tabled by the European 
Commission next month. 

A meeting of European com- 
munity research ministers yes- 
terday welcomed an initial pro- 
posal by Mr Filippo Maria 
Pandolfi, the Commissioner 
responsible, to turn the EC's 
current five-year research pro- 
gramme, into a more flexible 
rolling project 

The aim is to give more 
coherence to EC collaborative 
research in the 1990s, accord- 
ing to a report prepared for the 
Commission by a panel of five 
senior industrialists and sci- 
ence experts. 

The Community’s current 
research budget which covers 
information technology, tele- 
communications and biotech- 
nology among a wide range of 
other subjects, is due to run 
out at the end of 1991. 

Mr Pandolfi is expected to 
publish the Commission's pro- 
posals for a new programme, to 
cover the period until 1994, on 
July 13. for EC Governments’ 
agreement by the end of the 
year. 

He was unable yesterday to 


give details of the new scheme, 
being worked out by Commis- 
sion and national experts. 
However, it will follow the 
broad lines of the panel’s 
reco mm endations for better 
co-ordination between different 
EC projects and a continued 
emphasis on pre-coin petitive 
research. 

Future Community-funded 
research wQl be organised into 
three main areas: the spread of 
technology in telecommunica- 
tions, information, industry 
and advanced materials and 
biotechnology: the manage- 
ment of natural resources 
through environmental and 
energy research and the man- 
agement of human resources 
through encouraging more 
scientists to work across fron- 
tiers. 

In the meantime, Mr Pan- 
dolfi said existing projects 
could draw Ecu l- 2 bn in 1991 
and Ecu 1.36bn in 1992 from 
the rest of the EC budget, once 
cash specifically allocated to 
research has run out 

Ministers also gave the green 
light yesterday to Ecu 4B2m of 
spending on 10 joint research 
projects, almost completing the 
allocation of cash In the pres- 
ent programme. 


Call for axing of import 
controls on Japanese cars 


By William Dawkins 

EUROPEAN Community 
Governments will today come 
under fresh pressure to scrap 
import controls on Japanese 
cars. 

Mr Martin Bangemann. the 
European Commissioner for 
Industry and the internal mar- 
ket, is expected to press a min- 
isterial meeting in Luxem- 
bourg for a response to 
Brussels' plans to dismantle 
trade barriers in the car indus- 
try. 

France and Italy, sensitive to 
the interests of their volume 
car producers, are likely to 
repeat their earlier doubts over 
full liberalisation. 

Todays’ meeting will be EC 
governments' first chance to 
give a formal response to the 


Commission’s plans for the car 
industry since Mr Bangemann 
sketched out his ideas to an 

infm-mal minlgfpr ial gathering 

in April. 

Since then, a formerly 
divided Commission has 
agreed in principle on the 
removal of bilateral limits on 
Japanese car imports by the 
end of 1992. The five member 
states operating such restric- 
tions are Italy, France, Britain, 
Spain and PortugaL 

This would be followed by an 
as yet undefined system of 
“monitoring” of Japanese 
Imports, to soften the transi- 
tion. The agreement also calls 
for the creation of a single EC- 
wide technical approval for 
cars. 


AGREEMENT BY European 
Co mmunity flnn^ a ministers 
late on Monday night on the 
new Banking Directive paves 
the way for the creation of a 
Single rnnrirpt in banking ser- 
vices - one of the more ambi- 
tious building blocks of the 
1992 plan. 

The agreement was not final 
in the sense that a definitive 
text is now in place. Officially 
It is “a political consensus”. 
Some minor points have still to 
be ironed out, and the new 
draft must be approved at the 
next meeting on July 10 before 
going back to Strasbourg for a 
second reading in the Euro- 
pean Parliament. But politi- 
cally, all the big ministerial 
hurdles have been crossed, and 
the mam points are now clear. 

The Second Banking Direc- 
tive is of considerable signifi- 
cance to 1992, not merely for 
what it holds for the banking 
industry itself, but also as a 
symbol for the unification of 
the European market. 

Sir Leon Brittan, the EC 
vice-president in charge of 
financial services, now 
reminds people that this sector 
contributes more than twice as 
much to Community GDP as 
agriculture: some ECU 330bn. 
He haiiari Monday's agreement 
as “a major breakthrough”, 
adding: “We have agreed the 
formula for the largest and 

most rmififlH hawking TMPrkat 

anywhere in the world.” 

The Directive’s most Impor- 
tant effect is to introduce the 
concept of a “single banking 
licence”, rather like a chiving 
licence which, once issued by a 
member state, is valid in all 
the other states. TO ensure that 
all who hold licences are suit- 
ably qualified and supervised, 
there are further provisions in 


The Second Banki ng Directive 
ALTHOUGH THE text has yet to be 
nnaH<u>d- the main points of the 23-artide 
Second Banking Directive are expected 
to be as Callows; 

• Art 3. Sets a minim um capital 
requirement for banks of ECUSm, but 
special provision Is made fin small 
enterprises and banks with down to 
Eculm of capital when the Directiv e 
comes into force on January 1 1998. 

• Art 4, Provides for substantial 
shareholders in banks to be vetted 

• Art 7. Establishes procedures for 
ensuring reciprocal access tor EC banks 
to thfad countries from which banks 
are seeking entry to the EC market. This 
wffl be based an "national” treatment, 
but there is provision Cor the Commission 


to negotiate “equal access”. 

• Art 10. Controls banks' long-term 
shareholdin g^ or “participations” in 
mnAnndai m rnpmlw! 

• Art 12. Apportions responsibility 
to supervision of various aspects of 
bank activity between home and host 
count ries . In particular, it gives host 
countries the right to control bank 
liquidity for monetary reasons, 

• Arts 16-18. Establish the single 


which, once authorised by their home 
supervisors, banks may conduct 
throughout the EC, even in member states 
where lnwi regulations prohibit them. 

The S olven cy Rati o Directive 

THIS DIRECTIVE lays down the capital 


requirements for banks in tits EC. It 
is modelled closely an iastyeart Baste 
Agreement which created the risk asset 
ratio (a formula far relating a bank's 
capital to the riskiness of its assets). 

The msAn difference Is that while Baste 
applies only to international banks on 
a voluntary baste, the Directive will have 
legal force for all banks. 

Bs main provision is a minimum risk 
asset ratio of 8 per cent, including off 

balance sheet assets, the same as Bade. 

BOTH DIRECTIVES are linked to other 
Directives an consolidated reporting, 
large exposures, deposit protection, and 
own funds. Further measures maybe 
Introduced on position and interest rate 
risk. 



the Directive and in other mea- 
sures COT TntrvImTTTn r ap h a l wwH 
solvency requirements. 

This means that a Greek 
bank operating in the UK, or a 
British bank in Portugal, or a 1 
Spanish bmfc in Denmark, will 
all have to meet the same stan- 
dards of c a p ital and manage- 
ment 

The licence covers an agreed 
list of activities including, 
aside from obvious bank ser- 
vices like deposittaking and 
lending, others like money 
transmission, and securities 
trading. An activity which has 
been added to the original Hst 
is the provision of financial 
advice, which would cover cor- 
porate finance and advisory 
work on mergers and acquisi- 
tions. 

The paint about the list is 
that a bank which has been 
authorised by its home super- 
visor to engage in an activity 
included in it, may pu r sue ft 
through the EC, even In coun- 
tries where banks are barred 


from that activity. 

Possibly the most conten- 
tious paint in the Directive — 
Article 7 governing reciprocal 

****■39 for EC hanlra tO third 

countries - has been resolved 
by compromise. The original 
text proposed a bureaucratic 
vetting system which would be 
triggered automatically when- 
ever a bank from outside the 
EC Bought an EC Hmim*- 

This unleashed a s torm of 
criticism, both from EC mem- 
bers such as the UK which dis- 
liked its protectionist over- 
tones, and from banks abroad, 
particularly the US, which 
feared they might be excluded 
from the EC because of restric- 
tive US hanking laws. 

The revised Article now 
requires the Commission to 
report on how accessible third 
countries are for EC banks. 
Where EC banks do not enjoy 
“national treatment” - i.e. 
rights comparable to local 
banks* - the EC will take 
retaliatory measures, such as 


suspending or delaying 
requests for authorisation- But 
the Article also says the Com- 
mission should draw up pro- 
posals for the Council to nego- 
tiate “comparable access” — in 
other words, go one stage far- 
ther and seek the same free- 
doms for EC banks in third 
countries as third country 
banks enjoy in the EC. 

This compromise has 
defused a troublesome issue, 
and probably set a pattern for 
EC reciprocity policy in other 
areas of ftnaririfli service such 
as insurance and investment, 

Stm to be resolved, however. 
Is the question of precisely 
who should be responsible for 
implementation of reciprocity 
policy, tiie Council or the Conk 
mission. The opponents of reci- 
procity want -to ensure it 
remains at the political level - 
in the Council — rather than 
with the bureaucrats. 

The Directive fils into a 
wider pattern of measures. 
Also agreed on Monday was 


the Solvency Ratio Directive 
which sets out capital require- 
ments for banks. These are 
closely modelled an last year’s 
international Basle Agreement 
so as to avoid creating a fur- 
ther set of rules for b ank s. 
However there are same differ- 
ences. Mortgages, to example, 
are to get slightly more lenient 
, treatment in the EC to three 
countries - West Germany, 
D enmar k and Greece - for a 
period of three years. The UK’s 
discount houses are also 
exempted because of the spe- 
cial nature of their business, 
which involves heavy position- 
iaking in the money markets. 

Other D ir ect i ves cover own 
funds, deposit protection, large 
exposures and consolidated 
reportin g. 

A related measure is the pro- 
posed Directive on invest ment 
services. Since the Banking 
Directive covers dealing in and 
underwriting of securities - 
and in most EC countries the 
major securities dealers are 


Sir Leon Brittan 


hanka - this di rective might 
be superfluous. However there 
is no intention in Brussels to 
drop it. 

The package of measures is 
likely to receive a generally 
positive welcome from banks. 
The British Bankers Associa- 
tion, which has been one of the 
most vocal commentators on 
the debate over the directive, 
indicated yesterday for exam- 
ple, that it was pleased it had 
gone through, though it regret- 
ted the feet that it still con- 
tained some bureaucratic pro- 
cedures. 

Even so. as one of the EC’s 
most heavily regulated indus- 
tries, banking should become 
considerably more flexible 
once the Directive is in place. 
However, so far banks have 
shown considerable caution in 
assessing the prospects for 
expansion within a unified 
market, and a recent survey by 
the Bank of England suggested 
that change would be slow in 
coming. 


Unease oyer insider dealing rules likely in spite of changes 


By Richard Waters 

J l 'HK RULES On wuriHpr rieaHrig 
agreed by finance ministers an 
Monday night, while laying to 
rest serious concerns of recent 
months, are likely to be a 
source of mease for same time 
to come. 

In London in particular 
there is continuing concern 
that the details of the rules 
will impinge on the way 
securities business is con- 
ducted. 

This arises from the speed 
with which the proposals were 


put together. As recently as a 
month ago, the fheinrian of 
London's Stock Exchange 
claimed that substantial delays 
would be needed in the origi- 
nal Hwiebihie tf proper consid- 
eration was to be given to the 
issue. 

The feet that an agreement 
has been reached so soon has 
left tittle time to the detailed 
rules to he absorbed. 

To take just one example 
being quoted in London yester- 
day. stockbrokers’ analysts 


will only be able to produce 

PBtinMitffl Of MHnpuwian * p r i rfib ; 

based on publicly available 
information. 

This may hinder old ways of 
doing business, when analysts 
enjoyed privileged relation- 
ships with the companies with 
which they dealt' — although 
the Big Bang reforms have 
already changed many of 
these. 

The British Government, 
however, says it is “not aware 
of any innocent well-estab- 


lished City practice that will be 
outlawed.” 

Of the behaviour of analysts 
it adds, though: “It is an area 
where there is great uncer- 
tainty in the City about 
what existing UK law already 
says ” 

Despite the misgivings on 
points of detail, the insider 
dealing rules have come a long 
way in a short space of 

ttmp 

As recently as three months 
ago, while most European 


countries appeared happy with 
the proposals, the UK was dis- 
satisfied with some of the 
major principles. Jt feared that 
some of tiie practices In Lon- 
don's firaTiriwl markets, such 
as the Handling of takeovers 
and new issues in the bond 
m arkets, w ould be outlawed. 

Exemptions have now been 
introduced which allow bona 
fide ope r ators to use price sen- 
sitive information where this ts 
necessary for them to ««ndnr fr 
fjwTy business. 


Insider dealing is to be 
ijpfintd as taking advantage of 
unpublished information “of a p 
precise nature” which has not 
been made public. It only w 
applies where there is clear 
evidence that the individual 
knew what he was doing. 

It also establishes a distinc- 
tion between “primary” insider 
dealer's, who are employed by 
the company in question or its 
advisers,’ and “secondary” 
ones, who came by the infor- 
mation in seme other way. 


You’re not 
managing the 
pension fund. 


V- 








If you’re not 
reading Pensions 
Management. 
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[EXPEC T MO RE! 
[FROM, RENAULT] 
ITHIS SUMMER! 


Some methods of 
relaxation invohv 
working up a sweat 
Don't tt>orry,Oumew 
Renault S5isnL one 
of them. 


Success brings 

with it many rewards. 

Long hours. An unpredictable social 
life. Irregular meals. A lack of regular 
exercise. Mental fatigue... 

The pressure to carry on succeeding 
is, it seems, the price you pay for having 
as they say 'arrived.’ 

Itb sometimes argued that the car 
you arrive m has a bearing on your 
success. A more important question 
is, can the car you arrive in make a 
difference to your level of stress? 

Doctors agree that many people who 
lead hectic lives have lost something 
fundamentally important without even 


beckons at last. 

The new 2.9 V6 injection 
engine develops an impressive 160 bhp 
—11% more than its predecessor 
Yet thanks to a sophisticated Engine 
Management System it 
uses less petrol, whether 
unleaded or 4-star 



Even more impressive than the instant 
response to your merest brush of the 


Other humdrum duties made less 
tedious by the Renault 25 
include steering 
(power assisted); 
window, front seat, 
sunroof and door 
mirror adjustment (all 
electric); journey data (trip 
computer); and central locking 
(remote-controlled by the famous 
Renault infra-red ‘Piip; built in 

to the ignition key). 

The standard 
hi-fi system is also 
remote-controlled, from a fingertip stalk 
mounted on the steering column. 


Among the people lucky enough to 
benefit from wishbone suspension are 
the drivers of racing cars. 

This carls grip on the road inspires 
just as much confidence. 



realising it Namely, the ability to relax. 

Before you consult your doctor though, 
perhaps you should 
make arrangements 


progress remains serene. 


Announcing a major 
breakthrough in the treatment 


Import an t decisions can only be delegated 0 ? those you trust, 
eg. Renault's new 4-speeti automatic gearbox. 


But there any resemblance to the race 
track ends, because the ride is whisper- 
quiet - thanks to an extra-large bottom 
wishbone and revised mounting points. 

Whatever the road conditions, your 


Better still, this 
feeling of serenity 


for an appointment with a different type 
of specialist your Renault dealer 

Here you’ll find the new Renault 
25 V6 2.9 injection, equipped with 4 
speed automatic gearbox. 

A car which has been designed to 


of executive stress. 

accelerator pedal is the way the engine ... ... . : Although when we say standard, we 


delivers its power, in a word, effortlessly. 

Complementing it is a state-of-the-art 
automatic transmission: four speeds with 
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Hcmd^WaterMuinc.saidtobethB-mostrelaxittg-nnisicever-ujritteit. 

But only jfyou have time to listen toil 


soothe you as it moves you. - 

Come to that, its electrically adjustable 
driving seat is a relaxing place to be even 
when you’re standing stilL 

(Which is quite a consideration. in 
todayb traffic conditions.) 

But even the most 
interminable tail- 


backs evaporate 

i 

eventual^ 

The open road 



‘performance’ and ‘ 00011010 / modes, plus 
overdrive lock-up on top gear: 

This makes the 
car practically as 
fast and economical 
on the open road as 
a manual version. 

totally undemanding to 
drive, even in the heaviest of traffic. 


mean anything but. 

How does a 4 x 20 watt amplifier 
with six speakers, a graphic equaliser; 
digital stereo tuner and 
high quality tape deck 
sound? 

Probably a good deal 
better than the stereo 
in your living room. 

Of course, all this 
would be wasted if you 
couldn't hear it properly. 



Smooth, trtfected V6 power. So yoxtr tranquillity won 't 
be disotrbed, even on the UmgesSJastest journey. 


worit evaporate the moment you remember 
how much you paid to achieve it 
£17,520 to be exact 
The price, as with all Renaults, includes 
a 12 month unlimited mileage warranty. 
It also includes a six year anti- 
perforation warranty and 
a yearb free membership 
of the RAC. 

Equally welcome is 
the professional back-up 
of the 300-strong 
nationwide Renault 
dealer network. 
Stress-relief the Renault 


But you can, thanks to the Renault 
25b aerodynamic body and advanced 
suspension system. 



THERE'S MORE 


TO LIFE WITH 


An object lesson in the delegation of 

’padcats’tmdS-positioninentoni). 

responsibility if ever there was one. 


(any time day or night) for a brochure, 

to 0800 400 415. 



THE NEW RENAULT 25 V6 2.9 INJECTION AUTOMATIC. £17,520.m 


Prtess (cored* bnwot “a* CarTtamdWfl: WnteiMnsnd AtaiynteRani Ffcnal S«rtk*iprai*l«# compete raienrf wshk* jmtteepropawnea. UNMUX ■ 








Literary exile to literary feud: the Solzhenitsyn story 

Paul Winfrey looks at the bitter battle of letters in the Soviet Union’s leading glasnost newspaper 


MR YEGOR LIGACHEV, 
former Kremlin number two 
recently accused of corruption 
and incompetence, won clear 
official approval on Monday 
with the publication of his 
selected political works. Renter 
reports from Moscow. 

The collection is aimed at 
party activists, ideological and 
scientific workers and a wide 
circle cf readers,” said the offi- 
cial news agency Tass. The 
book includes the conservative 
Mr Ligachev's articles on the 
restructuring of society and 
the economy and on Commu- 
nist Party policy. 

Mr Ligachev was the de facto 
number two to Communist 
Party Leader Mr Mikhail Gorba- 
chev until he was removed 
from the post of ideology chief 
last September to head agricul- 
ture. 


He was recently accused by 
a deputy in parliament of hav- 
ing failed as Ideology chief and 
being ignorant about agricul- 
ture. 

Mr Ligachev has also denied 
an allegation that he was 
among top officials whose 
names had come up in a major 

corruption probe. 

Prime Minister Nikolai Ryzh- 
kov indicated before a recent 
session cf the policy-making 
Central Committee that the 
leadership was behind Mr 
Ligachev. 

He said Mr Ligachev would 
speak in his own defence. But 
Mr Ligachev's name was not 
on the list of speakers during 
the session issued by Tass and 
there were no indications that 
the plenum had discussed his 
case. 


A SOVIET former prisoner said 
he and his wife had suspended 
hunger strikes they began ear- 
lier this month to try to per- 
suade the Soviet authorities to 
allow her to leave Moscow and 
join him in Switzerland, 
reports Renters. 

But Vladimir Balakhonov 
said the couple plan another 
hunger strike when Soviet 
President Mikhail Gorbachev 
visits France next month. 


Balakhonov said he lost 12kg 
during his nine-day spell with- 
out food from. His 47-year-old 
wife Galina, who took liquids, 
lost 6kg. They kept in touch by 
telephone during the hunger 
strike, he said. 

Balakhonov said he was 
allowed to leave the Soviet 
Union following 15 years in 
prisons after being convicted of 
treason and slandering the 
Soviet state. 



Alexander Solzhenitsyn; ret u r n to literary fend 


F OR more than 20 years, 
Alexander Solzhenit- 
syn's stirring novels of 
spiritual survival and commu- 
nist oppression have been too 
ideologically pointed for publi- 
cation in his native country. 

Long-censored works by 
George Orwell, Arthur Koe* 
tier and Anatoli Rybakov have 
appeared in prominent Soviet 
Journals, but Solzhenitsyn has 
remained the one great Rus- 
sian writer whose works 
remained too hot to handkL 
That isolation finally, 
ended with the republication in 
the journal Ogonyok of 
Matryonin's House, a lesser 
known Solzhenitsyn short 
story which first appeared in 
the journal Novirair in 1963. 

Although the graceful tale of 
a young man’s travels in the 
summer of 1953 Is for from Sol- 
zhenitsyn's most Important 
work, its appearance in the 
hard-hitting weekly ma gazfnn 
Ogonyok carries extraordinary 
political gjgnfflrantfw — and not 
only because it marks the end 
of t he un official ban on Sol- 
zhenitsyn. 

Rather, with his publication 
in Ogonyok, Solzhenitsyn has 
been dragged directly into a 
raging literary fend, which has 
split the Soviet literary com- 
munity into harshly opposed 
camps. Even under glasnost, 
conservative writers and dis- 
gruntled Stalinists seldom cri- 
ticise Gorbachev directly, so 
the discussion over the coun- 


try’s future has been partly 
diverted into this debate over 
Ogonyok, the nation's hardest 
hitting glasnost weekl y. 

In the last year, disgruntled 
Soviets and unrepentant Stal- 
inists have often lined up to 
criticise this living symbol of 
the Soviet press's new-found 
boldness. 

Under the editorship of 
Vital! Korotich, Ogonyok has 
led the pack of glasnoet publi- 
cations in exposing Stalin s 
crimes, criticising the war in 
Afghanistan, even moc king the 
system of privileges for w riters 
who produced oafish tributes 
to tlie c ountr y's Leadership. 

Conservative writers have 
bristled over the magazine's 
critical p re sen t at ion of Soviet 
hfe and blistering exposees of 
bureaucratic abuse, but the 
public loves it 

Under Korotich's editorship, 
Ogonyok’s circulation has 
grown to over 3m, with a kmg 
waiting list for subscriptions. 
Not eve r yb ody likes glasnost, 
especially when it criticises the 
“achievements” cf 70 years of 
Bolshevik role and casts asper- 
sions on Russian nationalist 
writers’ integrity: 

As a result, conservative 
writers like Valentin Rasputin 
and MiMiaii Alekseyev, the 
editor of the senriStatimat 
journal Moskva, have lined up 
to bash Ogonyok, accusing it of 
“using the latest party slo- 
gans* to “defame the Socialist 
achievements of the people” 


and debase cultural values. 

Korotich has responded in 
Hn d taming the letters page 
of Ogonyok over to writer* 
casting doubts on the literary 
merits of some prominent writ- 
ers and accusing people Hfce 
Yuri Bondarev, the powerful 
secretary of the Russian 
writer's onion, of using his 
oftir* to protect conservative 
wri t e r s and censor teft-teaning 



ever. 


As you can see we*re more 
than holding our own. 

The figures show just how 
successful we've been in supply- 
ing’ support services to hundreds 
of different companies and organ- 
isations worldwide. 

Handling all their cleaning, 
waste disposal, scaffolding and dis- 
tribution services. 


Not to mention security sys- 
tems and workwear rental 


PRELIMINARY 1 RESUITS 1988/89 
TUmover £2224 m up 4.5% 

Pre-tax profit £271 m up 25-0% 
Earnings per share 25.5p up 15.4% 
Dividend 11.5pupl5.0% 


It's a field that's growing fast 
and what's more we're growing 


with it. So much so that we're 
now world leaders with muscle 
enough to take on any work load. 

For a copy of this 
year's annual report, 
please write to Brian 
Richardson, BET 
PLC, Stratton Houses 
Piccadilly, London 
W1X 6AS, England, i 



Zh the last year, tin fond has 
fqfrgn <m extraordinary propor- 
tions, with d enn n ri at io n s and 
counter denunciations filling 

the letters pages of the coun- 
try's major newspapers and 
journals. 

Last winter, the dispute got 
unusually petty when the little 
known Communist Party jour- 
nal Politicheskoe Samoobrazo- 
vaniye fired back at Korotich, 
pointing out that as a little 
known editor he had once 
signed an embarrassingly flat- 
tering review of Leonid Brezh- 
nev's turgid memoirs. 

The article was intended to 
portray Korotich as an oppor- 
tunist who would follow what- 
ever political line was laid 
down in the Kremlin. Korotich, 
in kind, turned over two pages 
of his magazine to answer the 
charges with an emotional plea 
that the editorial in question 
tiaii been rewritten after he 
had agreed to sign it 

Now, months later, Solzhen- 
itsyn has been dragged into the 
feud. Alongside the Solzhenit- 
syn story, Ogonyok publishes a 
brief aside, dredging up several 
long- fo rgotten interviews with 
ffnn« « r vaiiTO writers in which 
they criticise Solzhenitsyn. 

Among those quoted in 
Ogonyok attacking Solzhenit- 
syn are many of Korotich’s 
ideological enemies. Ogonyok 
quotes a long forgotten article 
by c ons ervat i ve Pyotr Prosku- 
rin in which he accuses Sol- 
zhenitsyn of harbouring 
•‘pathological spite in Ms atti- 
tude to his own people.” 
Another entry dredges up an 
old In te rv ie w with Yuri Bon- 
darev in which the current 
dean of conservative soviet 
writers lashes out at Solzhenit- 
syn's attempt to “settle his 
debts with the entire nation." 

While Ogonyok was remind- 
ing its readers how the 
nation’s conservatives behaved 
when Solzhenitsyn was In dis- 
favour, other writers and 
polemicists have called openly 
and agressfvely for a restora- 
tion of Soizhenitsyn’s citizen- 
ship publication of his 


major works. 

One prominent writer, Mr 
Yuri Karyakin, personally 
appealed to Mr Gorbachev on 
live television at a session of 
the Congress of People’s Depu- 
ties, noting that if Mr Gorba- 
chev could find a common lan- 
guage with anti-communists 
like Pope John Paul n and Mrs 
Margaret Thatcher then surely 
there was r oom for dialogue 
with Solzhenitsyn. 

In response, the Soviet gov- 
ernment has put out mixed sig- 
nals about how Solzhenitsyn 
should be handled in the new 
liberal atmosphere. Last 
autumn. Politburo member 
Vadim Medvedev ruled out 
publication of Solzhenitsyn 
because his work would 
“undermine the foundation of 
our system." 

By contrast, the Sovetskaya 
Rosslya publishing house 
recently announced that it 
would publish three of Sol- 
zhenitsyn's works later this 
year, 

Ironically, the reminder of 
who kicked Solzhenitsyn while 

Long-censored works by 
George Orwell, Arthur Koes- 
tler and Anatoli Rybakov have 
appeared in prominent Soviet 
journals, but Solzhenitsyn has 
remained the one great Rus- 
sian writer whose works 
remained too hot to handle: 
now that isolation has finally 
ended. 

he was down is something of a 
pre-emptive strike. Now that 
Solzhenitsyn is making his 
long deserved return to Rus- 
sian letters, conservative writ- 
ers like Rasputin and Bon- 
darev would love to riflim him 
as one of their own. 

As a distant cousin of the 
modern village prose move- 
ment, Solzhenitsyn’s neo-slavic 
romantic vision of village life 
is a close relative of their 
work. But by viciously remind- 
ing Ogonyok's readers of these 
writers’ shameless behaviour 
at the time of Solzhenitsyn’s 
downfall, Korotich has con- 
ducted an effective pre-emptive 
strike, claiming Solzhenitsyn 
as an ally on the anti -Stalinist 
side of the debate 

No doubt, the conservatives 
will soon respond in kind. The 
latest attack was too humiliat- 
ing, and too accurate, to be 
ignored. But for the moment: a 
victory for Korotich, and a vic- 
tory for Solzhenitsyn - whose 
work is finally returning to Ms 
native country. 
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US trade policy 
comes under 
fi 


mm 


nlar flpwita, the pOUQcH 
hold a special. session fa which 
last month’s deoslnp .by Mrs 
Cade HDs, the US Trade Rep- 
resentative. to. single . <mt 

Japan, Brazil ffluj 3pdla for poe- 
mWb retaliatory action under 
section 301 of thet revised US 
Trade Act will be lambasted by 
many of Gait’s S& members. 

Of the 28 .items, on the 

3genda of the regular e tmnril . 

four involve applications to 
join Gatt and five call for tech- 
nical decisions on tariffs or 
organisational and budgetary 
matters. But fad less than 18 off 
the remaining']^ items directly 
concern the US as the target or 
initiator of complaints. .. 


In three cases the * 
US has yet to com- 
ply with the Gatt 
disputes panels ' - ! ' 

In three cases the US has yet 
to comply with the recommen- 
dations of Gatt disputes panels, 
while a new panel report 
before .the council, finds in- 
favour of an Australian com- 
plaint about US restrictions on 
sugar imports. .! 

The basis for the discussion 
in the special session is a 
report from the Gatt secretar- 
iat on recent trade policy 
developments. It warns govern- 
* ments that the priority they 
have attached to a successful 
conclusion of the trade-liberal- 
ising Uruguay Bound is facing 
its sternest test.. ' 

A common theme in today's 
discussion' is likely to be that 
the US is .jeopardising the mul- 
tilateral trade talksbyitsinsis- 
on niang MTa Hills’ bfiat- 
eral crowbar to prise out trade' 
advantages. ...... 

Mr Dineah Singh, India's 
TTade Minister, set the tone 
last week when- ; he t publicly v _ 
dotdrted ' whether: tfajsre-iWH^. 

eraf 

of unilateral trade action. were 
being made. 

New Delhi has finely refused 
to negotiate: uhd^ Washing- 
ton’s threat on tattafft foreign." 
investment regime and ' its 
insurance 1 market. Japan is 
apparently reserving its fire for 
the special session but India 
and Brazil have also put the 
US 301 action on the council’s 
regular agenda. 

In reality, it is not easy to 
charge the US with violating 
Gatt no sanctions have 

so for applied under sec- 

tion 301 and the Act does not 
make retaliation mandatory on 
the President A more t enabl e 
argument is that by t ig h tenin g 
its legislation the US has bro- 


multflateral trading system 
and IS still giving priority to. 
the Uruguay Round fniim 

On the debit side; the US fa 
likel y to bloc k for t he flfth 
time .acceptance .of. a' dispute, 
panel report . which ruled 
against its handling or patent 
infringement cases. . On .the; ; 
credit side; it is expected to 
inform tfw wamril thirf tariqln. 
tiop has been tabled with Con- 
gress,* which T would bring the "i 
US into Him with Gatt rulings' 
against Its “supezftmdr odl levy., 
and against its tmprinHinn of 1 
customs user Ikes.. : 

- There would be no surprise;:', 
too; if the US accepted the'Gattr.' J 
ruling on t he Australian com-" 
plaint about its sugar import . 
restrictions. In spite of the 
alarm this has cau sed in the 
sugar producers* lobby in. 
Washington. .. 

Sugar is also involved hi the ; 
deal which Washington struck 
last month with Brussels.' 
Under this the US will allow* 
Gatt to a E u ropean 

Community complaint a gaiwt 
US import quotas on sugar and 
sugar-containing products, 
imposed under a 1955 Gatt 
“waiver." . 

In return the EC. will stop. 
proCItta Hnating in the couhcEL 
over a ftet investigation. into' 
the Community's oilseeds 
regime. 


There is widespread 
indignation at the 
accusations against 
India, Japan and 
Brazil . 


The US , is also demonstrat-' 
tag its loyalty to the multilat- 
eral trading system by using 
the Gatt disputes procedure to 
defend Ww' lnter e gla .- — - 
.Two reports before the coma-, 
*c& -ate** 

^ovSxvWashingtan will Initiate 
the new Gatt dispute proce- 
dure, agreed air the; Uruguay 
Bound's inld-term review, this 
week by askings the council to 
investigate EC restraints on 
exports of copper scrap. 

* Nevertheless, in the prevail- 
ing highly charged atmosphere 
of the Gatt, these m a ntte sta- 
tlons of US commitment to a 1 
multilateral system are I 
unlikely to counter the wide- 
spread indignation provoked 
by Mrs ' Buis* “naming" of 
Japan, Brazil and India as 
imfntr traders. 

Mr Rufus Yerxa, the new US 
ambassador to Galt, can expect 
a severe baptism effire. - -> •••■ 


Tenseekto join Gatt 

Venezuda' and Nepal will- member of Gatt. Its 


formally apply for piember- 
aMp of the; General Agreement 
cm Tar iffs and Trade today, 
reports WHHa^a Dnflfaroe. . 

Their applications will take 
to 10 the nftmwref countries, 
including China, ■ currently 
seeking to jojn the 9* existing 
members if du world, trade 
organisation. , 

Venezuela ' is the last 

rwnahrimt riwnHim t M u n m r in 

Latin America not to be a 


member of Gatt. Its applica- 
tion Is of special Interest 
because it also belongs to the 
Organisation of Petroleum 
Export i ng Comrtrie*. 

So far Gabon, totowda, 
Kuwait and Nigeria an the 
only Opec countries fat Gatt; 
Saudi Arabia has expressed 
interest but has yet to offi- 
cially apply. The Gulf Coopera- 
tion Council holds Gatt 
observer status. 


Congress rethink on 
illegal Import fees 


By Nancy Dunn* in Washington 


THE US Congress is we ighing 
proposals aimed at ‘revamping 
two fees on imports, both 
found to be illegal under the 
international truing rules of 
the General Agreement aa Thr- 
ifts and Trade. 

The Bush Administration 
has been anxious to avoid any 
suggestion ****** it is not sup- 
portive of the Gatt 

The two foes deemed illegal 
by the Gatt are the Soperftmd 
Petroleum Tax ami a general 
0.17 per cent levy on all 
imports to the US. 

-Mrs Carte HOls, the Trade 
Represe ntati ve, h*** forwarded 
to Congress a proposed amend- 
ment to the petrol tax which 
would treat imported and 

leum eqwsjly by taxing both at 
9.7 efints per barrel This would 
raise the domestic rate from 
cents per barrel and lower the 
rate on imports fromll.7 cants 
per barrel. The proceeds from 
the tax would go into the 
Snperfund for the ctean-upof 
hazardous wastes. *"• 

However, the proposal is 
expected to run into opposition 
from dl state representatives, 
like Senator Lloyd Bentsen, 
powerful f jmi T mm of thfe Sen- 


ate Finance Committee. 

The House Ways and Means 
trade subcommittee, mean- 
while, has agreed to a -compro- 
mise plan under which the 617 
per cent “user's fee”, based on 
the basic value cf the product, 
is levied: on imports. The, fee is 
flftsi fcrert to pay the cost of 
Custom Services imports pro- 
cessing tart a Gatt panel fotmd 
that it covered the costs of 
unrelated Customs Auctions 
Ufa* research and maintaining 
overseas offices. 

Last year the user's foe. 
raised 8787m. The Gait panel 
estimated that rally . 325ftpf 
would be needed to cover Cns- 
tom’s costs. • ■ 

The compromise, an interim 
plan to nm through fiscal' 19 90; 
is expected to be submitted *to 
a Galt Council today. It main- 
tains the current value-based 
tax, but caps the fee at $575 per 
entry. In the meantim e, it 
authorises a six m onth, study 
by the General Accounting 
Office to estimate the tru e 
costs of Customs’' processing.. 

H approved by the .Gatt 
Council, the user~fee amend- 
ment wig became part of the 
US Budget Cnmffiathm .MB- 


WORLD TRADE NEWS 


Austria to 
cut tariffs 

fin Avhr 


Bangkok skytrain runs into financing hitch 


By Roger Matthews in Bangkok 
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NEGOTIATIONS are taking 
place this week in Bangkok to 
resolve difficulties which have 
arisen over the financing 
arrangements for the city's 
planned gl.Gbn mass rapid 
transit rail system known pop- 
ularly as “skytxain.” • 

At i wffl! are the conditions 
attached by the Export Devd- 
opment Corporation of Canada 
to the In loans which it 
is proposing to make in sup- 
port of the bid by a consortium 
headed by La valin Interna- 
tional and the Urban Transport 
Development Corporation of 
Toronto. 


Lavalin, with its Japanese 
and- Thai partners, was 
declared the preferred Udder 
by the Expressways and Rapid 
Transit Authority of Thailand 
(ERTAT) test November alter 
fierce competition with 
two 1 rival international 
consortia. 

Independent consultants 
advising the Thai authorities 
had preferred by a wide mar- 
gin the scheme put forward by 
the Asia-Euro consortium 
headed by Leighton Contrac- 
tors of Australia in conjunc- 
tion 1 with West German 
wrfgfem companies. 


Detailed negot iatio ns 
between Lavalin and ERTAT 
appeared to be progressing 
smoothly until the announce- 
ment from the Thais that the 
two losing consortia should 
stand by for possible further 

dtoaiadonH. 

The Thai authorities are 
understood to be unhappy at 
the extent of the guarantees 
sought by the Canadian Export 
Development Corporation. 

Crater Thai law the govern- 
ment can only provide full 
guarantees for loans made to 
rfTT T ipampa which are at least 
70 per cent state-owned. The 


ffyrnpany being set up to build 
and operate the skytrain 
system will have only a 
25 per cent Thai government 
stake. 

Of the 8625m that the Cana- 
dian Export Development Cor- 
poration is p lanning to make 
available, 39 per cent is inter- 
est-free with repayments 
spread aver 50 years and the 
re mainder at the OECD con- 
sensus rate of &3 per cent 

ERTAT Is reported to have 
asked Lavalin to persuade the 
Canadian export finance 
fl gpwry to soften tiie conditions 

attached to the $825m package 


or propose a formula of words 
which would amount to less 
than a foil guarantee. 

Several options are believed 
to be under consideration but 
the Export Development Cor- 
poration also has its own legal 
obligations to f ulfill and will 
also be wary of setting prece- 
dents which could be used as 
leverage in other negotiations. 

All three consortia are 
believed to have been aware 
the Thai government would 
not be offering protection 
against foreign exchange risks 
but presumably hoped arrange- 
ments could be agreed later. 


to the 
acted to 
rngnay 
are also 
the frustration of 
many countries over the 
hnouw that ftss devetoued In 
the- tariff negotiations mider 
the Bound. 

Most governments want tar- 
iffs to be- ent under the har- 
monisation principle under 
which, an. overall level of 
reduction Is agreed and usu- 
ally applied individually by 
each, country. Target for the 
Sound te a 30 per cent cut. 

The US had ueea holding out 
for negotiating^ cats on a 
request-and-offer basis, argu- 
ing that Its overage tariff rate 
is already so low that it makes 
no sense for it to join a har- 
monised reduction. 


Sematech in EC chip talks 


By Louisa Kefioe In San Francisco 


SEMATECH, the US 
gov ernm ent backed semi-con- 
ductor consortium, has held 
preliminary with Euro- 

pean, chip makers to define 
areas of common interest, tbe- 
US group said yesterday. 

-Representatives of Siemens, 
SGS Thomson and Philips vis- 
ited Sematech test week to dis- 
cuss opportunities for potential 
cooperation between Sematech. 
and JESSI (Joint European 
Submicron Silicon} a repre- 
sentative of the US consortium 
said. 

“A study group was set up to 
farther imm the areas where 
Himmnn activities can substan- 


tially help in reaching mutual 
goals." a Sematech official 
said. The study group will 
address Issues such as <* wm rn *n 
interface standards for semi- 
conductor production equip- 
ment and software standards 
for automation. 

Sematech denied reports 
that European semiconductor 
manufacturers might be admit- 
ted as members of the US con- 
sortium, which currently has 
14 member companies, all of 
them American. 

European semiconductor 
producers have in the past, 
however, expressed interest in 
reciprocal membership of 


Sematech in return for US 
involvement in JESSL 

European semiconductor 
executives are meeting this 
week to draw up a formal char- 
ter for JESSL which is a pan 
European research project 
aimed at developing advanced 
semiconductor technology. 
JESSI is to be jointly funded by 
member companies, the Euro- 
pean Commission and individ- 
ual European governments. 

Sematech was created a year 
ago with the goal of re-estab- 
lishing US lpafipyghtp in semi- 
conductor manufacturing tech- 
oology ta the face of Ja p anese 
competition. 


Hong Kong reaction mixed 
to EC move on dumping 

By Michael Murray in Hong Kong 


THE imposition of 
anti-dumping duties on Hong 
Kong vioeocasette tape manu- 
facturers by the European 
Community has met with a 
mixed response from the Hong 
Kong government. It welcomed 
some significant concessions 
from the EC while reserving 
the right to continue to fight 
the action. 

Provisional duties 
announced last December, 
designed to bring the cost of 
video cassette tapes imported 
into the EC up to a designated 
fair price in cases of alleged 


illegal damping, ranged 
between &1 per cent and 59.3 
per cent But the permanent 
duties now imposed after the 
investigation range freon zero 
for one manufacturer to a max- 
imum of 21.9 per cent. 

Because Hong Kong has a 
tiny home market the domestic 
price of its products is not com- 
pared to the export price in 
anti-dumping actions. Instead a ' 
hypothetical price is con- 
structed by the EC investiga- 
tors - which Hong Kong man- 
ufacturers argue is often 

inflated- 


THE WORLD'S FIRST LAPTOP WITH A BUILT-IN FAX MODEM 
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I'VE RECEIVED THE FAX FROM LONDON ON 
MY ZENITH LAPTOP OUTLINING THE REPORT. 
I'VE MADE A FEW CHANGES AND I'M 
FAXING IT OVER TO BOB. 
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BOB HERE. I'VE RECEIVED THE REPORT WITH 
THE CHANGES. I'VE PULLED THE NAMES OFF 
THE DATABASE AND I'M FAXING THEM OVER 
TO JOHN ON MY ZENITH LAPTOP. 




HI. IT'S JOHN. I'VE RECEIVED THE 
LIST OF NAMES ON MY ZENITH LAPTOP 
AND I'VE ADDED THEM TO THE REPORT. 
I’M FAXING THEM BACK TO LONDON. 
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. linaginea powerful laptop computer 
capable of faxing and receiving test and 
graphics anywhere in the world. 

The amazing Zenith 
SupersPort with Skyfkx can 
do precisely this* 

As one of the world’s 
leading laptops, it has all 
the features you’d want as 
a serious computer user. 

Bui with the built-in 
Skyfax Modem it becomes 
the most powerful communications tool 
availabletoday. 

JXltsUF j* a brand name of Zenith Data Systems. 



It’s fully compatible with, and ap- 
proved by, the majority of the world’s 
telephone systems. 

So you can fax data 
directly from your word 
processor, spreadsheet or 
database worldwide. 

And as you can receive 
data straight into your 
SupersPort, you’ll have 
complete confidentiality. 

.. The world’s first battery 
powered laptop that can fax text and 
graphics anywhere in the world might 


sound extraordinary. 

But would you expect anything less 
from an innovative company like Zenith 
Data Systems? 

Call 0800 525156 for more details and 
the name of your nearest Zenith Data 
Systems authorised dealer. 

Zenith Data Systems Limited, 
452 Bath Road, Slough, Berks. SL1 6BB. 

data 

systems 

THE QUALITY GOES IN BEFORE THE NAME GOES ON 


i. 
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OVERSEAS NEWS 


China begins to feel the cold shoulder from abroad 

The world’s disapproval has grave consequences for the country’s economic future, writes Steven Butler 


I 


APAN'S decision yester- 
day to suspend aid to 
China has highlighted the 
vulnerability of China’s econ- 
omy to the aftershocks of gov- 
ernment savagery and political 
instability. 

Although China's foreign 
economic relations, both trade 
and investment, are small in 
proportion to the entire econ- 
omy, it is foreign involvement 
that is leading economic mod- 
ernisation and in many cases 
is the key to growth. 

Now the foreign sector is in 
jeopardy, both because of for- 
eign government sanctions and 
because of the decisions of 
businesses. China is already 
having to pay higher loan rates 
in commercial markets and 
this could rise further to 
reflect greater risk. 

China's leaders have repeat- 
edly stressed that the economic 
open door policy will not 
change as a result of the tur- 
moil in Peking and the impend- 
ing change in leadership. Yet 
in Peking, the few foreign busi- 
nessmen who have remained 
in China, or have returned, are 
still dazed and waiting for 
clear direction. “We're not sure 
what the goal posts are. We're 
not sure who the government 
are." says one. 

Businessmen are also trying 
to count up the cost for China 
of what has happened and it 


looks high industry in Peking 
and Shanghai and much of the 
rest of the nation was brought 
to a stands till for days in some 
places, and weeks elsew here. 
The nation's rail system was 
severely disrupted, as protes- 
tors blocked rail lines, and 
civilian air transport was crip- 
pled when the army comman- 
deered aircraft to move troops 
around the country. Foreign 
vessels were, for a time, refus- 
ing to stop at Shanghai. 

Although factories are work- 
ing and transport facilities run- 
ning again, the temporary cut- 
off of raw materials and semi- 
finished goods has led to dog- 
ging of the transport system, 
which was already working 
close to capacity. 

In most economies, lost pro- 
duction can be made up by 
overtime but bottlenecks in 
China may make this impossi- 
ble. 

One banker estimates a loss 
in exports for the year of about 
15 per cent and says supply 
bottlenecks may not work 
themselves out until the end of 
the year. 

Overseas garment and toy 
merchants, whose orders are 
tied to seasonal peak demands, 
may be hit particularly hard, 
raising the possibility of con- 
tract disputes for late delivery. 
This will undoubtedly result in 
an immediate Ices in some new 


orders. 

However, redirecting large 
orders on short notice is not 
easy, particularly for gar- 
ments, where other countries 
may not have the quota avail- 
able under the Multifibre 
Arrangement. 

One banter involved in trade 
finance says doubts about Chi- 
nese reliability are likely to 
show up in the long run as 
sluggish growth, in which com- 
panies merely try to diversify 
their exposure by ordering 
from several countries. The 
problem is that while Deng 
Xiaoping has proclaimed 
China's government to be sta- 
ble. it looks anything but this 
to most observers. 

Even more at risk than 
trade, however, is new Joint 
venture investment. After a 
brief trickle of projects that are 
nearly out of the pipeline, for- 
eign investment is expected to 
stop cold. 

There are two reasons. The 
first is that man y foreigners 
are now embarrassed about 
doing business with a govern- 
ment that slaughters its own 
people and government soft 
loan support may end. 

A number of company repre- 
sentatives have returned to 
China because they have inter- 
ests that have to be managed. 
But none is anxious to call 
attention to this because it is 


bad publicity and thej 
even more wary about fining^ 
attempts to use them for th*»jr 
own propaganda purposes. 

Businessmen have farrn°d up 
for seemingly innocuous meet 
lugs, only to find that it is a 
staged event for Chinese televi- 
sion, s up po se dly proving that 
foreigners have continuing 
confidence in the Government. 

Hie Bank of China, China's 
foreign exchange bank, has 
summoned the foreign banking 
community to a meeting on 
Friday. Bankers are wary 
about attending and the 
may ftml itself embarrassed by 
the turnout. 

The second reason why for- 
eign inv estment will dry up is 

that qq QQg haw mwIMpioti any 

more In the long-term stability 
of the Government. This Is 
likely, at least, to shorten the 
period within which c o m panies 
expect to have their invest- 
ments paid back, meaning that 
heavy engineering project, 
steel or power generation for 

Pramplp [ ranld now be OUt Of 

the question. 

Ti g h t industrial Investments, 
where investments are paid 
back relatively quickly, how- 
ever, could continue to be 
attractive. 

Far now. some businessmen 
have remained in the country 
because they are trying to 

manage a r rida It is a trib ute 


to the success of the open door 
policy that so many banks ami 
industrial companies have 
established extensive 

ope rations inside China 

None the less, work has 
come to a halt in many places, 
lor example at several large 
joint venture office, hotel and 
apartment complexes in 
Peking tearing completion. 

The suspension of work, 
both because of supply prob- 
lems and because foreigners 
working on tire projects have 
gone home could delaj 
tlon dates by many 

A banker involved in the 
World Trade Centre project 
believes rents could fall by 
about half bom the current 
asking price of $43 a square 
metre per month. However, 
with a break-even rent at 
around fis, there is no ques- 
tion of the project’s viability. 

Beyond this, t wnrinMampu 

have been trying to sound out 
their Chinese counterparts 
about what is In store. One 
b usinessman has been to 
meet his contacts and says 
they are extremely bank. They 
tell him that the door will 
remain open but just how far, 
and under what terms, they do 
not know either. 

It is not the sort of answer 
that encourages anyone to 
want to do business in cm n* 



Hundreds of Chinese students gather outside the Canadian 
embassy in Peking yesterday to apply for visas 


West Bank 
settlers farm 
on Shamir 

By Hugh Camegy 
in Jerusalem 

JEWISH settlers in the 
Israeli-occupied West Bank 
yesterday turned angrily on 
prime minister Yitzhak 
S hamir , normally among their 
staunchest supporters, at the 
funeral of a settler stabbed to 
death allegedly by three Pales- 
tinians. 

Hundreds of settlers bowled 
down Mr Shamir’s speech at 
the graveside, calling him a 
traitor and hanging an his car 
as police and troops struggled 
to make a path for him. 

They ignored efforts to «»im 
them by Mr Ariel Sharon, the 
hardline trade and industry 
minister who has taken a 
strong stand against Mr Sham- 
ir’s peace initiative aimed at 
ending the Palestinian uprising 
in the occupied territories. 

Its opponents, including a 
large chunk of Mr Shamir’s 
Likud party, say it will lead to 
a loss of Israeli control over 
the territories. Mr Shamir faces 
a tough test of his authority 
when the party debates the ini- 
tiative at a special convention 
on July 5. 


Sr! Lanka may take 
troops issue to UN 

SP.I LANKA will make an 
approach to the UN Security 
Council if India does not start 
withdrawing its 45.000-strong 
peace-keeping force by July 30, 
President Premadasa’s dead- 
line, Mervyn de Silva writes 
from Colombo. 

The Foreign Ministry, as 
well as Sri Lankan Bar Associ- 
ations. is consulting legal 
experts. A local lawyers' group 
has decided to file a petition in 
the World Court at the Hague. 

The Government's position 
is that if the Indian troops do 
not pull out. India would be 
guilty of "an act of aggres- 
sion”. 


Moscow to show 
Israeli films 

ISRAELI films will be screened 
at the Moscow Film Festival 
for the first time this s umm er, 
a fresh sign of wanning rela- 
tions between two countries 
that have lacked full diplo- 
matic relations for more than 
two decades. Reuter reports 
from Jerusalem. A visit by 
Soviet directors to last year’s 
Jerusalem film festival spurred 
the showings, officials said. 


De Klerk seeks to follow Smuts in Europe 

Anthony Robinson on the South African caught between black hopes and white fears 


M UCH bangs on the 
outcome of the four- 
nation European tour 
which Mr F.W. de Klerk begins 
today when he meets West 
German Chancellor Helmut 
Kohl and other senior officials. 

It is a visit meant to demon- 
strate European encourage- 
ment for faster reform under a 
younger i«mIw who ban prom- 
ised “a new South Africa". 

It also offers an internation- 
ally inexperienced Mr de Klerk 
ttw chance to make personal 
contacts - he is also due to 
meet Mrs Margaret Thatcher, 
the British Prime Minister, Mr 
Anihai Cavaco Silva, tiie Portu- 
guese P rimp Minister, and Giu- 
Uo Andreotti. the veteran Ital- 
ian pnUtkrfam — and, if all goes 
well, to become, in effect, the 
first “respectable” Afrikaner 
haiter since Field Marshal Jan 
Smuts. 

Marshal Smuts, who fought 
the British as a Boer war com- 
mander. later became a trusted 
wartime confidant of Winston 
Churchill. 

In 1948, however, be and his 
United Party were defeated at 
elections which brought Mr de 
Klerk’s National Party to 
power on an apartheid ticket 
which led to decades of inter- 
national opprobrium. 

Mr de Klerk has been invited 
to the chancellories of Europe 
largely because the party of 
which he is now leader is per- 
ceived by conservatives such 
as Mrs Thatcher and Chancel- 
lor Kohl to have changed 
under the decade-long rule of 
Mr P.W. Botha to the point 
where in many respects it 
resembles the aid United Party 
as led by Marshal Smuts. 

It has moved so far from the 
racist ideals of classic Verwoer- 
rfjan apartheid that half of the 
Afrikaner electorate has aban- 
doned it in disgust. These NP 
defectors now support the Con- 
servative Party led by Mr 
Andries Treurnicht or the fur- 



De Klerk: chance to make contacts 


THE lifting of South Africa's 
state of em erg en cy, release of 
political leaders and an end to 
the ban on their parties 
remained pre-conditions to 
any talks with Pretoria, Mr 
Oliver Tambo, president of the 
African National Congress 
said yesterday, Michael Hol- 
man, Africa Editor, writes. 

In a speech in Stockholm Mr 
Tambo dismissed suggestions 
that the e m ergence of Mr F W 
de Klerk as the probable new 
President of South Africa 
nmi’kwi the start of fundamen- 
tal political changes. 

“All the evidence indicates 
that as yet Pretoria’s interest 
in negotiations is limited to 


finding ways of seeming its 
own interests, and deflecting 
domestic and International 
pressures by seeking the 
invtrtvanen t of bla ck agents in 

fli^ of apart- 

heid,” said Mr Tambo. 

• President P W Botha, the 
outgoing South African presi- 
dent, yesterday signalled Ids 
continuing refusal to support 
Mr de Klerk, who manoeuvred 
trim out of power earlier this 
year, writes Anthony Robinson 
in Johannesburg. Mr de Klerk 
said the fa rewell banquet due 
to be given by the party for Mr 
Botha at its Federal Congress 
next week had been cancelled 
after talks with the President. 


ther-right Afrikaner Resistance 
Movement (AWB) and others 
on the demented fringe of Afri- 


kaner tribalism. 

At nationwide municipal 
elections last October the CP 


won nearly 33 per emit ct the 
white vote, up from 27 per cent 
at the last general elections In 
May 1987. 

. If repeated at the coming 
general elections on September 
6 this would give the CP 
around 45 of the 166 el ected 
seats in the white House of 
Assembly compared with 25 in 
the outgoing parliament. 

At the general pkwHnmi 
the NP, still led by President 

Unfla , was whig to wwwpwiimite 

for the mass defection of Afri- 
kaners by ptetiwy np hundreds 
of thousands of votes from 
"'EngUshrspeakers" - a vague 
term which embraces all nan- 
Afrikaans speaking whites. 

The lesson learnt the hard 
way by Marshal Smuts in the 
1948 election however was that 
a vaguely "reformist" party 
supported by a volatile mix cf 
Afri k aner s und KngHri> speak- 
ers, as the NP now is, tends to 
be a fragile alliance at best, 
vulnerable to »*tneir from the 
"conservative" right, and inad- 
equate as a power base from 
which to embark on the funda- 
mental chang es to the haianw* 
of power and system of gov- 
ernment which is an the hori- 
zon. 

Unfortunately for Mr de 
Klerk his predecessor so alien- 
ated influential sections of 
"verifgte" or enlightened Afri- 
kanerdom and so frustrated 
English-speaking "reform- 
ers" - men such as Mr Denis 
Worrell, the former NP senator 
and Ambassador to Lon- 
don - that he also gave a pow- 
erful stimulus for the creation 
of a tougher, more united 
“le&”. 

Mr de Klerk’s best hope of 
retaining these waverers is to 
convince than that, in effect, a 
vote for the newly formed 
Democratic Party (UP), by 
splitting the reformist vote, 


would translate into a vote for 
the CP. 

it is virtually in c once iv able 
that the NP will lose its posi- 
tion as the biggest parte. But it 
is not inconceivable that par- 
ties to its right will pick up 
more than 30 per cent of the 
vote or that the DP will win 
close to 20 per cent on the left. 

Given the vagaries of the 
first past the post electoral sys- 
tem, that should still see the 
NP reemerging after Septem- 
ber 6 as the ruling party and 
Mr de Klerk as Executive State 
President He would be head of 
state, government and party. 

Mr de Rterk , mVHkfi hi q pre- 
decessor. lacks the metaphori- 
cal “ think wrists” of traditional 


Afrikaner leaders and relies 
more on guile and appeals to 
reason and co m mon sense. 

HU ham m«*ga«g p fs that the 
NP as presently constituted 
represents the moderate centre 
charting a difficult middle 
course between white fears and 
Mack hopes and best capable cf 
handling the difficult power 
sharing negotiations with 
hlacks which lie ahead. 

ft is only when he returns 
home to address t he p arty’s 
federal council in Pretoria on 
June 29 tint he will spell out 
the party’s election manifesto. 

But it Is already clear that 
the main issue that white vot- 
ers will have to decide is, first, 
whether they are prepared to 
share power with blacks and, if 
so, who would be best 
equipped to pursue the negoti- 
ations. 

If Mr de Klerk is pressed by 
his European hosts to act more 
boldly and speed up the pace of 
reform he is likely to ask them 
to consider that any responsi- 
ble leader in South Africa not 
only has to prevent another 
black revolt bnt also the 
equally, if not more dangerous, 
prospect of an armed white 
reaction to fears of a sell-out in 
Africa’s last white redoubt 


Iranian war refugees Ho return to port homes’ 


RESIDENTS of Iran's oil 
refinery city of Abadan and 
Khorramshahr port, driven 
from their homes by the war 
with Iraq, will start returning 
on Saturday, the Iranian news 
agency IRNA said yesterday, 
Renter reports from Nicosia. 

The agency quoted a state- 
ment by the prime minister’s 
office as saying about 130,000 
were expected to have returned 
to the two cities by September 
22, nine years after Iraqi troops 


crossed the border for a war 
which lasted eight years. 

Khorramshahr. Iran's big- 
gest commercial port on the 
Shatt al-Arab river, was practi- 
cally razed during 19 months cf 
Iraqi occupation early In the 
war. 

Iranian officials said 45,000 
houses were damaged in Aba- 
dan which was pounded daily 
by Iraqi artillery. 

Up to 10,000 Iranian workers 
are repairing Abadan's oil refi- 


nery which started partial 
operation in April processing 
130,000 barrels cf crude oil per 
day - a fifth of Its pre-war 
capacity which made it the 
largest refinery in the world. 

The Tehran statement said 
24bn rials (S320m) had been 
allocated for reconstruction 
projects and public services in 
the two cities. 

Gulf war fighting ended 
through a UN-brokered cease- 
fire last August. 


Nigerian state frees protesters 


THE military governor of 
Nigeria’s Bendel State has 
ordered the release of 100 peo- 
ple detained since riots last 
month which killed at least 
five people in the state capital, 
Benin City. Renter reports 
from Lagos. 

A statement from Governor 
Tonde Ogbeha, reported on 
Nigerian radio yesterday said 
254 people had been arrested in 
tiie student-led protests against 
government austerity policies. 


It said those to be released 
had been cleared of involve- 
ment In the riots. Others were 
still being questioned. 

A wave of violent protest 
against soaring food prices 
mass unemployment spread 
from Benin, 320 km east of 
Lagos, to several other Niger- 
ian cities between May 28 and 
June 2. 

Police officially put the total 
number cf dead at 22. 


Hawke asks 
for end to 
barriers 

By Ray Bashford 

MB BOB HAWKE, the 
Australian Prime Minister, 
plans to push for gre a ter free- 
dom for Australian companies 
to invest in Britain during his 
four day visit to London. 

Speaking to 100 in ves t ment 
analysts in London yesterday, 
Mr Hawke suggested that the 
British Government was more 
protectionist than Australia 
because it was easier for Brit- 
ish companies to invest in Aus- 
tralia, Own for Australians to 
invest in the UK. 

“Prims face, there is a 
greater level of barrier in 
Britain than ftm is in Austra- 
lia,” he «h 
S everal Mg Australian com- 
panies, including Elders and 
Goodman Fielder Wattle, have 
run into severe problems wilh 
the Monopolies and Mergers 
Commission in attempts to 
acquire British rvmrpsmwst. 

Mr Hawke will meet Mrs 
Margaret Thatcher, UK Prime 
Minister today as well as other 
government officials. Discus- 
sions between officials of the 
Department of Trade and 
Industry and its Australian 
equivalent have already taken 
place on takeover regulation in 
the wake of these rejections 
during the past 12 months. 

Many Australian companies 
have built up import an t hold - 
ings in British companies and 
plan to continue Aju invest- 
ment as a meawft of breaking 
the limitations on growth 
imposed by the size of their 
domestic market 
Mr Hawke presented the 
analysts with in an upbeat 
message for the prospects for 
the Australian economy in an 
attempt to attract increased 
foreign investment. He 
accepted that the economy was 
fa ri ng economic problems but 
be was confident that his gov- 
ernment would be able to man- 
age a “soft landing.” 

He said the government had 
created a more harmonious cli- 
mate in industrial relations 
and deregulated the banking 
and financial system in one of 
the world’s most politically sta- 
ble countries. 

Investment in Australia pro- 
vided a springboard into the 
Aslan market which Mr Hawke 
described as the “fastest grow- 
ing area of the world. ” 

Mr Hawke concluded one cf 
his answers by advising the 
analysts that they “should be 
in there (Australia) like a big, 
brown, hungry dog.” 


Growth of 
Japanese 
money 
supply slows 

By Stefan Wagstyl in Tokyo 

THE growth of Japan’s money 
supply slowed last month to its 
lowest level in over two years, 
as rising interest rates led to a 
dating in bank lending. 

The money supply last 
month was 9.4 per cent larger 
than in May last year, accord- 
mi! to figures pubnsned yester- 
day by the Bank cf Japan, the 
central bank. 

This compares with a 10.2 
per cent vear-on-year increase 
to April. The decline m the 
rate of growth was the hi g hes t 

since December 1987- 

The sharpness of the decline 
u nderlines how forcefully the 
central bank was trying to 
curb money supply to for estall 
a resurgence of inflation, even 
before it raised the Official Dis- 
count Rate from 2J5 to 3.25 per 
cent at the end of May. 

The central bank is looking 
for further reductions in th e 
rate of money supply growth 
because it Is concerned about 
the rate of increase in con- 
sumer and wholesale pric es. 

• Wholesale prices in Japan 
rose last mouth by 3-4 per cent 
over the same month last year, 
increasing fears that the recent 
jump in the US dollar is fuel- 
ling inflation. 

The increase was substan- 
tially above the per cent 
year-on-year rise recorded in 
April. The increase confirmed 
fears that Japanese prices are 
rising, irre sp ec ti ve of a once-off 
increase caused in April by the 
introduction of a 3 per cent val- 
ue-added tax. 

The force behind the 
increase was a 10.6 per cent 
year-on-year increase in impart 
prices. 

Mr Ken Courtis, senior econ- 
omist at DJLCapital Markets 
(Asia), said that the figures 
showed the US was exporting 
inflation instead of 
goods. 

About 82 per cent of Japa- 
nese imports are denominated 
in US dollars. 


India to set up 
three more oil 
refineries 

By K.IC Shanna in 
New Delhi 

INDIA HAS decided to 
establish three more oil refi- 
neries in the next decade in 
addition to three on which 
work is in progress. 

Each will have a refining 
capacity of 6m tonnes. The 
Government hopes that the 
anticipated shortage of 24m 
tonnes of refining capacity by 
‘tiie turn of the century will 
thus be covered. 

The decision to set up the 
three new refineries means 
that India has abandoned a 
proposal to use the surplus 
refining capacity in the Gulf. 
Tins would have been cheaper 
titan setting up new refineries 
and eased the problem of find- 
ing funds for heavy invest- 
ment. But refined petroleum 
goods from tbe Gulf were not 
needed in India and the Gov- 
ernment felt it should not be 
dependent for such strategic 
needs on outsiders. 

However, the problem of 
fi nd i ng funds for the invest- 
ment remains, even though 
<me of tbe refineries will be set 
up in the first half of the 1990s 
and the other two in the late 
1990s. The Investment required 
for each unit is Rsl50bn (£6bn). 

$6.7bn aid for India 

DONOR nations have agreed to 
pledge 98.7bn (£&3bn) of aid to 
India this year to finance Its 
development programme, a 
rise of 6 per cent, George Gra- 
ham writes from Paris. The 
India aid consortium, grrnrpfag 
13 governments and multi-na- 
tional institutions, met yester- 
day under the chairmanship cf 
tbe World Bawir 


triving for equality in a land where the temples of sati rise again 


K.K. Shanna in New Delhi looks 


IT IS ac irony that as the 
Indian Government continues 
to push through programmes 
for modernisation and for the 
elevation of the status of 
women in society, the ancient, 
but banned, custom of sati (self 
immolation) is still venerated 
in many parts of India. In some 
areas, its practice is actually 
increasing. 

Sat: is the custom by which 
women were required to kill 
themselves on the deaths of 
their husbands, on the grounds 
that there was no longer any 
reason for their living. It was 
banned by the British more 
than 100 years ago. but Sati 
temples have sprung up in 
many parts of Rajasthan state 
arid neighbouring Haryana, 
and it is likely that they exist 
in many other parts of north- 
ern India, where the custom 
was prevelant before it was 
banned. 

The re-cmcrgence of these 
temples coincided with Indian 
government measures to 
reserve 30 per cent of posts in 


village panchayats (local bod- 
ies) for women in an effort to 
raise their status, within a 
wider, more general move to 
strengthen rural democratic 
institutions. 

The differences between the 
two reflect the problems 
involved in modernising a soci- 
ety still' ruled by ancient 
beliefs and customs and has 
led to striking contrasts. 
India’s strongest and most con- 
troversial Prime Minister was 
a woman. Women hold top 
posts in tbe country's cabinet 
and civil service. India has 
eminent women police officers, 
officials, clerics and they are 
represented in the entire range 
of officialdom and professions. 

Yet the majority of women 
in villages still observe purdah 
(the veil) which prevents them 
from appearing in public with- 
out covering their faces. They 
cannot eat before tbe men in 
tbe family have finished their 
meals and they cannot talk to 
them face-to-face. 

In some Instances, women 


at progress towards sexual equality in India where many women still observe the custom of purdah 

in the situation of women. The - - - - r 


can be subject to horrifing bru- 
talities if they do not bring 
large enough dowries - al- 
though the dowry system is, 
like sati, officially b ann ed. 
There are increasingly more 
reports of disgruntled hus- 
bands and in-laws harassing 
new brides over their dowries, 
together with a markedly 
higher incidence of bride burn- 
ings - women set alight after 
being soaked in kerosene. 

Also growing is the number 
of cases of rape. In 1983, 5J398 
rape cases were reported in the 
country. In 1934. the number 
went up to 6,203 and in 1985 to 
6.356 - a 20 per cent increase, 
at least of reported cases, in 
three years. The number of 
cases of molestation went up 
from 11.814 in 1983 to 15.160 in 
1985, a 28 per cent increase. 

Such is the strength of feel- 
ing about these issues that 
many womens’ rights organisa- 
tions have been de manding a 
ban on pre-natal sex tests. 
These are often used for female 
foeticide, a practice so wide- 1 



The view at the went women still in purdah 


spread since the birth of a girl 1 
is considered a burden, that! 
some people half jokingly say 
that women could become a 
threatened species in India. 

It was 14 years ago that the 
first comprehensive national 


report on the status of women, 
entitled Towards Equality, was 
published. Many politicians 
and officials — male and 
female - acknowledge that 
there has been no apparent 
intervention or improvement 


“priority areas” identified for 
action at that time have not 
been tackled - prompting 
some to question just how 
much priority women's issues 
will ever receive. 

As the controversial 
National Perspective Plan for 
Women, published by tbe Gov- 
ernment last year, observes: 
“For toe majority of women in 
the country, there is more 
work in the country than 
wages, more load than capac- 
ity, more compulsion than 
dance.” 

Towards Equality pointed 
out in 1975 that "discrimina- 
tion between the sexes in tiie 
allocation of scans resources 
in various fields such as nutri- 
tion, medical care and educa- 
tion is directly related to the 
greater desirability for a son 
and the transferability of the 
daughter." 

The patrilineal system of 
descent followed by most Indi- 
ans relegates the girl and 
woman to a position of social 


inferiority, something that is 
no better than a “bird of pas- 
sage.” The report said: “Full 
equality of the sexes can 
hardly be possible in a hyfl 
system which permits polyg- 
amy and a social system which 
tolerates it" 

This has resulted in the per- 
petuation of female bondage, 
forced prostitution, child mar- 
riage and female foeticide 

The process of modernisa- 
tion in India has not improved 
matters. As the National Per- 
spective Flan says: “Modernisa- 
tion and mechanisation are 
feuding to marginalise women 
in many sectors. 

"However, the Gover nm ent's 
Persp ective Plan, although 
strong ly criticised by women’s 
groups, suggests there is grow- 
ing concern over the issue of 
the status of the In dian 
woman. 

There are now women-ori- 
ented schemes in special mis- 
sions to promote education, 
health, agricultural production 


and village development 
Education for women is now 
compulsory — although this 
rule is not enforced even for 
foefos - and several changes 
have been made in personal, 
cratinal and labour laws gov- 
erning women. Laws have been 
Passed such as the Dowry Pro- 
foftiti on Act, the Equal Remu- 
neration Act and prevention of 
Immoral Traffic Act 
Women's groups say these 
been brought about 
berause of concerted efforts 
and demands of women's 
2*? riaa *“ m and not because 
® any vigorous policies pur* 
Govemmant, even 
opened a special 
“spaiujient for women’s wel- 
fare. Even officials concede 
that much remains to be dime, 
.says Ms Usha fta», a chant* 
won of women’s rights: “Ike 
battle for status, respect and 
“Jgnity for women continues. It 
almost seems as if each step 
forward molts in two steps 
backwards for the women’s 
movement,” 



You won’t find our trademark on any 
product at any store. And yet, we are 


among the majors 
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A HOUSEHOLD NAME, 
YET WE’RE GETTING 


ATTENTION 



industry worldwide. Every day, our 
achievements in energy and 
communication are powering Europe into 
new dimensions of technology. 

Now, to link our company’s future even 
more closely to all its industrial units and 
to guarantee our shareholders a larger 
stake in the Group’s vast potential, CGE 
is absorbing the capital of group 
members Cc-mpagnie Financiere Alcatel 
and Alsthom. 

But that’s not all In energy and 
transportation, we have just signed two 
major agreements with the UK’s Genera: 
Electric Company. One of them makes 
GEC ALSTHOM a world leader in power 
technology and rail transport equipment. 
The other enhances our subsidiary CGZE 
Alsthom’s capabilities in industrial 

process control 

Both events put us at 
stage center. 

Our 1988 results also 
earned us some 
headlines. 


Mas* 


— Our net income 

lumped 23%. to 4.15 

JL 

billion French francs. 

— Two years ahead of 
schedule, our net 
margin was above the 

3% target we’d set. 

— At year-end 1988, our order backlog 
amounted to 132.2 billion French francs, 
18% higher than the previous year for 
comparable structures. 

All this media attention is actually quite 
flattering. But what we’re really aiming at 
is quite simple: Building a solid future for 
CGE and European industry. 
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CGE. Our trademark is not on any product, yet we are everywhere, 
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Pentagon to bear full cost 
of weapons development 


By Lionel Barber In Washington 


THE US Deforce Department 
has decided to abandon the 
Reagan administration’s policy 
of requiring defence contrac- 
tors to help finance the devel- 
opment of expensive weapons 
systems. Instead it is to bear 
the cost itself. 

The new policy could mean 
substantial savings for the 
defence industry, which has 
long complained it could not 
stand the cost of funding risky 
development without a guaran- 
tee of production contracts. 

However, the increase in fed- 
eral funds for development Is 
bound to increase further pres- 
sure on the departmental bud- 
get and could lead to cancella- 
tion or deferral of planned 
weapons systems. 

The architect of the new pol- 


icy is Mr Donald Atwood, who 
joined the Pentagon as Deputy 
Secretary after a career at Gen- 
eral Motors. He argued that 
forcing defence contractors to 
share costs - by issuing fixed- 
price development contracts — 
encouraged companies to 
skimp on research and testing 
of weapon systems, and led to 
confrontation between the 
Department ami contractors. 

In the Reagan years, when 
the Industry enjoyed a bonanza 
of giant contracts, there were 
notable cost overruns in new 
weapon systems, which were 
also plagued by poor quality. 

Congress may seek to refine 
some departmental proposals, 
though Democrats and Repub- 
licans concede that public con- 
fidence in military procure- 


ment practices has been much 
eroded by a succession of scan- 
dals climaxing in the Justice 
Department's Ill-Wind investi- 
gation of fraud and bribery 
Involving contractors and for- 
mer Pentagon o ffi cials . 

Mr Atwood's efforts to 
reshape policy amount to an 
admission that the former 
administration’s defence team, 
ted by Secretary Caspar Wein- 
berger, failed to run an effi- 
cient procurement policy. Most 
of the major weapons contracts 
have already been awarded so 
the General Motors touch will 
take time to have an effect 

One effect of the proposed 
shift will be to give the Penta- 
gon a grader role in policies 
aimed at improving the US 
industrial base. 


AIDS progress 
claim by Cuba 

CUBA'S policy of holding AIDS 
py Kpnta in quarantine at a spe- 
cial sanatorium has helped 
considerably in reducing the 
spread of the disease, Reuters 
reports. 

"Without this we would have 
t housands of AIDS carders by 
now," instead of the current 
300, Deputy Health Minister 
Hector Terry said in a special 
television programme. 

The policy of enforced Isola- 
tion of all Cubans afflicted 
with Acquired Immune Defi- 
ciency Syndrome has been 
described as totalitarian by for- 
eign critics. 

The documentary was filmed 
at the Los Cocos sanatorium, a 
former hacienda in Santiago de 
las Vegas, 35 km from Havana. 

A total of 258 patients live 
there in air-conditioned bunga- 
lows and apartments. Some 100 
of them are soldiers who had 
served in Angola. 


Fears of a return to 
unrest in Argentina 


By Gary Mood in Buenos Aires 


FEARS are growing that 
Argentina may soon face a 
resumption of last December's 
army rebellion, as those offi- 
cers and troops loyal to rebel 
commander Colonel Mohamed 
Ali Seineldin are showing 
signs of impatience with the 
army leadership under General 
Francisco Gsstdno. 

Last December Colonel Sei- 
nddln led a four-day mutiny of 
elite soldiers to press home a 
series of demands against the 
Government of President Raul 

Al fansin. 

Those demands amount to 
what CoL Seineldin and his 
supporters call a “vindication" 
of the rate erf the armed farces 
between 1376-1983, as well as 
during the Falklands Islands 


war between Argentina and 
Britain in 1982. 

Col Seineldin is now making 
dear that almost seven months 
have elapsed without progress 
on the demands. 

In particular the rebels want 
to see an end to all dvd legal 
action against the 25 senior 
officers accused of human 
rights' abuses during the 
so-called “dirty war" in the 
1970s. 

Neither out-going President 
Raul Alfonsin nor incoming 
President Carlos Menem wish 
to take the responsibility for 
acceding to Col Seineldln's 
demands. However, his sup- 
porters are now indicating a 
readiness to resume where 
they left off last December. 


Industry in 
US sets up 
oil spill 
organisation 

By James Buchan 

in New York 

THE US oil industry, deeply 
embarrassed by the wreck of 
the Exxon Valdez tanker off 
the Alaskan coast in March, 
yesterday announced a $250m 
programme to Improve its 
response to big oil spills. 

Sir Allen Murray, rJujfrman 
of Mobil, the second-largest US 
oil company, said yesterday 
the industry would fiuame and 
operate a new national organi- 
sation which would take 
“aggressive action" to p r ev ent 
oil spills, to respond to them 
once they had happened, and 
to conduct research. 

The Petroleum Industry 
Response Organisation (Piro) 
will establish five regional 
response centres across the US, 
Mr Murray said. The project, 
which will cost “more thaw 
9250m over the first five 
years”, will be financed 
through levies on the freight 
and landtag of crude and fuel 
oil at US ports. 

Mr Murray is chaimum of a 
taskforce set up by the Ameri- 
can Petr oleum Institute, the 
industry's chib, soon after the 
Exxon Valdez ran aground and 
spilled mflKn wa of gallons of 
crude. The taskforce included 
Exxon, four other US majors 
and the US operations of BP. 

and 

According to the taskforce’s 
report, the new response 
organisation will cost $70m to 
SlOQm to launch, with 
costs of $90nt to gloom. 

Mr Murray said aH compa- 
nies would provide the equip- 
ment in the event of a big spin. 
However, apparently in 
response to charges that Exxon 
bungled its response to the 
Alaskan accident, Mr Murray 
said the clean-up would be 
managed by the US Govern- 
ment 


Proving time in court 
for Reagan’s legacy 

Lionel Bather examines liberal worries over the highest US tribunal 


CONSERVATIVES proclaim ft 
as the true legacy of President 
Reagan: an inbuilt majority on 
the US Supreme Court which 
can roll back liberal gains on 
abortion, church-state rela- 
tions, criminal justice and dvfl. 


Cookson has a way 

with colours 



It’s called expertise. Backed by 
massive investment in modem technology, 
Cookson companies world- wide supply colours to the 
leading manufacturers of paint, paper, printing inks, 
bricks, fine china, tableware, sanitary ware, 

tiles and plastics. 

r - - y r.-.vt ; f ^ . • • fJijS 


For these and many other products, 

Cookson is acknowledged and respected as the 
specialist supplier of technology based materials and 
components needed by virtually every industry 
and the Group is well known to investors for its 
impressive track record. 




Way ahead with technology 

COLOURS ■ PRINTING ■ PLASTICS • AEROSPACE * CERAMICS • CONSTRUCTION ■ CASTINGS ■ ELECTRONICS 
For further information about Cookson, please write to: Corporate Relations Department, Cookson Group pic. 14 Gresham Street, London EC2V 7AX 


The next three weeks should 
indicate whether this conserva- 
tive dream can become reality. 
The court will pronounc e soon 
cm the most controversial case 
of its current term - a 
Missouri law that challenges 
the landmar k Roe os. Wade 
decision of 1973 which struck 
down state laws that had ban- 
ned abortions. 

Several recent rulings by the 
Court on civil rights - which, 
like abortion, are an acute 
Issue for conservatives - have 
dismayed and renewed 

fears that the justices indeed 
have ahiftnd decisively to the 
right Any dffutkm of Roe os. 
Wade is bound to be taken as 
final proof that the conserva- 
tives have won toe day. 

So it appears in the hot- 
house atmosphere of Washing- 
tan, where the press and televi- 
sion love to declare winners 
and losers, even in the subtle 
area of interne* 

tation. In fact liberals may be 
over-reacting, first there is no 
obvious reason why the court 
should equate its thinking on 
abortion with its rulings on 
civil rights; second, the dvfl 
rights judgements themselves 
may not be as sweeping as was 

Hwwigtit 

The most important case 
concerned a group of white 
male firefighters in Birming- 
ham, Alabama, who claimed 
the city had entered an agree- 
ment that favoured black 
recruitment. They said the 
agreement amounted to 
“reverse discrimination" 
against them. The court 


agreed, delivering a blow to 
affirm ative action settlements 
approved by various courts, 
and opening the door to future 
litigation. 

In a separate ruling the pre- 
vious week, the court made it 
substantially easier tor employ- 
ers to defend hiring and pro- 



Justice Anthony Kennedy: A 
second choice by President 
who is tarntag out 
conservative on the beach 

motion prnrfimq that do not 
favour women and racial 
minorities. Outstanding in 
decision was the division 
of four ageing liberal justices 
from a conservatively inclined 
majority of five judges, three of 
whom were appointed by Mr 


worries liberals is any 
d pn that the co nserv atives, led 
by flhfaf Justice Wfifiam Rehn- 
qnist, a Nixon appointee, begin 
to vote en Noe, for this would 
amount to a permanent 5-4 
majority. The same fear led to 
the denunciation eventual 
d efeat, in the US Senate, of Mr 
Reagan’s nomination of Judge 
Robert Bark in 1987. The irony 


is that the second choice. Jus- 
tice Anthony Kennedy, while 
less intellectually aggressive, 
is proving conservative in his 
opinions. Hence, the howls of 

protest over tte recent ruli ngs. 

A more sober Interpretation 
to that the court is not intent 
on shredding the dvfi rights 
legi sla tion of the 1960s, but 
does wish to narrow its scope, 
particularly regarding affirma- 
tive action, employment quo- 
tas, set-aside agreements 
which reserve specific levels of 
public sector business for 
minorities. Such programmes 
have come under fire, not only 
from resentful white litigants, 
but also from some blacks who 
consider them demeaning. 

However, as Mr William 
R aspberry , a Washington Post 
columnist, noted last week, the 
problem is that the court 
might be eroding the US con- 
sensus that blacks and women 
have been victimised by dis- 
crimination, that the balance 
needs to be redressed, and that 
the courts, not the streets, are 
the appropriate place 1 
enforce toe remedy. 

Extending the argument to 
abortion, critics argue that, 
the court tinkers with Roe os. 
Wade, it will leave abortion 
vulnerable to increased regula- 
tion and therefore to political 
conflict This would apply to 
any judgment which sought to 
hand back regulation of abor- 
tion to the state legislatures, 
which some experts believe is 
the most Hkaly outcome erf the 
present debate. 

Whatever the outcome, toe 
controversy suggests that, 
while President George Bush 
pledges cooperation with toe 
Democratic majority in the US 
Congress aid ploys down ideo- 
logical conflict, toe forum far 
divisive politics has become 
the US Supreme Court 


Fast-growing Chile 
steps on the brakes 

Barbara Durr on a hot economy 


T HE DIN of drilling and 
hammering that 
resounds throughout 
Hip business and mMiitoelaaa 
residential district of Santiago 
these days is likely to fade 
soon - to the relief of many an 
ear; the construction industry 
is expected to be the first vic- 
tim is the fihfipan economy's 

fe^lmation. 

A fizzing aimnaHsed 9 A per 
cent pace of economic growth 
during the first quarter h as 
seen officials put on the 
brakes, albeit gently. The con- 
trolled devaluation of the peao 
is to be speeded up slightly 
over the next month, the real 
annual interest rate on 90day 
central bank notes has climbed 
half a percentage point and 
rediscount rates by &04 points. 

Mr Francisco Rosende, man- 
ager of studies at the central 
bank, admitted the steps were 
small but said: “We are send- 
ing a "jg”! to the wMrtait, fax 
important si gnal -" 

The central bank is trying to 
wrestle growth this year down 
to 6 per Cent and iwftatinn to 15 
per cent. The bank recently 
had to revise its projected 
gross domestic product growth 
figure up from the 4 per cent 


ChBe 



1988 


1989 


negotiated with the Interna- 
tional Monetary Fond last 
year. 

A fund mission was in Sant- 
iago at the end of last month to 
review the economy’s perfor- 
mance end flmwiiiiw the possi- 
bilities of extending an IMF 
programme beyond August, 
when Chile’s extended fund 
facility will run out. 

Until now the cou ntr y has 
been on course with its key 
targets. Last year's GDP 
growth rate was an impressive 
7.4 per cent, inflation 12.7 pm* 
cent, current account deficit 

per cent of GDP and bal- 

ance of payments S732m in sar- 
ins. A high copper price 
xsted exports to JTba 
The Government would Hhe 
to extend its agreement with 

the fiznd for another year but 

elections in December are to 

bring in a democratic govern- 

ment next March and the 
authorities are not keen to 
agree to IMF targets that their 
successors might reject It is 
more likely that an extension 
until the end of this govern- 

ment will be settled on. giving 
incoming officials time 
between December and March 

to negotiate their own targets 


with the ftmd. 

At the moment, the Govern- 
ment's critics in the opposition 
camp are applauding its pru- 
dence In economic manage- 
ment. They are hoping it will 
continue to absorb last year's 
excessive monetary growth — a 
factor they Marne for mucfaLaf 
the economy’s overheat- 
ing- and keep a tight rein an 
inflation, which already is run- 
ning at per cent for January 
to May. 

The central concern erf lead- 
ing Christian Democratic econ- 
omists - such as Mr Algandro 
Foxley, who is widely tipped to 
be the next finance minister if 
tiie opposition wins, as expec- 
ted - is not to inherit a slump- 
ing economy. “Suddenly, 
everyone Is very orthodox, 
quipped Mr Rosende. 

The business community is 
expecting that the year will 
end with growth closer to 7.5 
per cent 

Mr Fernando Aguero, presi- 
dent of the Society for Promo- 
ting Manu facture s, says con- 
struction, always sensitive to 
interest rates, is expected to 
fall from a projected annual- 
ised growth rate of 14 per cent 
hi tike first half-year to just 8 to 
4 per cent in the second. 

Agriculture, originally proj- 
ected to expand at a rate of 4 
per cent, wffi probably reach 

only 1 per cent, severely hit by 

the ro w over poisoned exported 
grapes, and by drought m cen- 
tral regions. 

Overall, a confident Mr 
Aguero said, the industrial sec- 
tor would grow at a rate of 9 
per cent this year. The slow- 
down in some domestic manu- 
facturing, such as consumer 
durables, would be offset by 
acceleration of export indus- 
tries. Imports, which In the 
first quarter ware 35 per cent 
up on those of the equivalent 
period last year, were expected 
to fan dramatically. 

Talks bet w e en business and 
apposition leaders are going on 
quietly. The opposition wants 
to assure business that there 
wfil be a continuation at tree 
market policies and tight 
controls ou macro-economic 
balances. 

But the incoming govern- 
ment will face an avalanche of 
social demands. The backlog of 
needs postponed by the mili- 
tary regime is especially acute 
in health care and education. 

Public spending on health 
care, for example, has declined 
steadily since 1S8L Real invest- 
ment in public health ia«t year 
was only 58 per cent that in 
198L According to Mr Eduardo 
Anfoat, economic consultant to 
business and a participant in 
opposition discussions on 
future policies, moderate tag 
increases and some juggling of 
ministerial budgets are expec- 

ted so as to finance new social 
expenditure. 

Meanwhile the price of Chi- 
le s most important export, 
rapper, is expected to decline 
dra m atically by next year, also 
many foreign debt payments 
are bunched in 1991 through 
1994. One erf toe new govern- 


be debt restructuring. 


Business 

investment 

lifts GDP 
in Canada 

Canada's real gross domestic 
nroduct expanded at an annual 
Ste of Warren* in the first 
quarter, led by strong business 
investment, Reuter reports 
from Ottawa. 

The GDP implicit price 
index rose by 1-5 per ce nt in 
the first quarter, compared to 
an average quarterly pace of 

1.1 per cent in 1988- 

Flnal domestic d e mand grew 

1.2 per cent after inflation, 
there having been a L4 per 
cent gain in the fourth quarter 
of 1988. Consumer spending 
stowed to a 0.4 per cent gain 
from a 1.4 per cent riff inthe 
previous quarter, while busi- 
ness investment rose 3.0 p er 
cent - up from 2.6 per ce nt . 

Canada posted a seasonally 
adjusted balance of payments 
defltit in the current account 
of C83.7bn <S3.l7bn) In the 
first quarter - down from a 
deficit of C$3-9bn in the fourth 
quarter of IMS. 

Dominican clashes 

Armed policemen and soldiers 
patrolled the streets of Santo 
Domingo, capital of the 
Dominican Republic, yester- 
day after clashes with strikers 
which left three people dead, 
several injured and hundreds 
arrested, reports Canute James 
in Kingston. 

The violence came on the 
first day of a two-day general 
strike calked by trade unions 
to protest at governm ent e co- 
nomic policies, and to support 
d emands for a reduction of 
food prices and a doubling of 
Hu> national minimum wage. 

Strikers blocked roads in the 
capital and other dries of the 
Caribbean nation of 6m peo- 
ple, crippling commercial life 
in many areas. 

Late on Monday President 
Joaquin Bateguer met church 
leaders, who offered to medi- 
ate, but it was not dear yester- 
day what role the church, 
would be allowed. 

Brazil banker quits 

Mr Elmo de Aradjo Canutes 
resigned late on Monday as 
president of Brazil’s Central 
Hanfc - the first senior official 
to be foiled by the crisis last 
week in the stock markets, 
John Barham writes from Sao 
Paulo. 

He was forced to quit 
because a brokerage he owns 
sustained heavy losses. 

On Jane 12, the Government 
had to dose the markets after 
Mr Nall Robert Nahas, a lead- 
ing speculator, failed to hon- 
our $3 1.1m in drifts. Regula- 
tors feared severe financial 
repercussions and imposed a 
10 per cent trading limit for 
most of last week. 

A Central Bank team is 
expected to close as many as 
10 brokerages, including one 
owned by Mr Camdes, Hie 
would have been in the diffi- 
cult p o si tion of presiding over 
the liqu i dation of his own 
QUL 

Minimum wage up 

President Jos£ Barney of Bra- 
zil has decreed an 85 per cent 
incre ase In the national mini- 
mum wage, to the equivalent 
of 8108, ending weeks erf politi- 
cal wrangling over wage pol- 
icy, reports John Barham. 

Mr Sarney vetoed a bill that 
punted a 3 per cent real rise 
to the minimum wage each 
month , but agreed to monthly 
cost-of-living adjustments. 
More than half the Brazilian 
labou r force receives the mini , 
mum wage or less. 

Th e president ordered 25 per 
cent erf the new wage be con- 
sidered a one-off adjustment to 
widening the social secu- 
rity system’s budget deficit. 
Welfa re be nefits are Hnhwi to 
the minimum wage. Mr Bar- 
ney's derision is subject to rat- 
mention by Congress within 
38 days. 

Trade surplus down 

.trade surplus was 
fl-387bn in May — 21 per cent 
less t han a year earlier — 
h flcfln s e the Brazilian new era* 

bus became overvalued. 

Thu Government has resumed 

daily devaluations of the cur- 
rency to bring domestic and 


The country h« built up a 
$7.02bn surplus so far this 
year, its strongest perfor- 
5“P.“ to 10 years, despite 
declining trade surpluses In 
recent months. The Govem- 

??? n ffl 60 * 8 a flfite surplus 
for 1989. 

Cuban drug promise 

Tbe C ohan Communist Party 
J?™jdsed ywterday to reveal 
fp the details in the case of 

aSL iff'WpMMted General 
Arnaido Ochoa Sanchez, 
“rested on drug and camp- 

SS& KeHterr ^ rts 

jjajty statement 

of the official news- 
Granina saM complete 
information would be made 
a few days. 

Gen Ochoa and six alleged 
toclndtoga 
««tot 'Interior Ministry offi- 
sh, J*®*® accused of 
~~ j* with international drag 
traffickers. 
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London faces stoppage of underground system and lightning action by bus workers 

Britain braced for rail strike as appeal fails 


By Fiona ThampMiH Raymond Hughe* and Chafes Uadbeatar 

BRITAIN’S first national rail 
strike in seven years "began at 
TfyMnigtif fast might after Brit- 
ish Rail fast its hid to ban a 
24-hour stoppage by the 
National Union ctf Radwaymen. 

Three appeal court judges, 
led by Lord Donaldson, the 
blaster of the Rons; unani- 
mously dismissed BRfa appeal 
against the High Cour t’s 
refusal bn Monday to grant an 
iqpmctkai twi n ning the strike. 

The NUB said the strike 
would be 100 per cent solid. 

“No trains win ran," said Hr 
Jimmy Knapp, general secre- 
tary. 

London oamnah acs win face 
a particularly chaotic journey 
to work as the NOB'S London 
Underground members have 
also called a 24-hour strike for 

today over wqmag m niwit plana 

to introduce radical changes, to 


BRITISH RAR 

1963 

1988 

Total passenger journeys per yew 

095m 

727m 

Daily rail Journeys into London 

388400 

488,000 

Total raff staff . 

..1S&423 

133,557 

Number of drivers ' 

21,642 

18,184 

Number of guards/ conductors ' ‘ 

11,323 

9J562 

Train mHos psr member of staff. 


1.987 

Pay far drivers Basic (xw. 

Average p.w. 

Ell 0-40 1 
£18403 

21S4JS 
£294 OD 

Average hours per week 

I «4*/ 

47.1 

Pay for guards Basic p.w. 

Average p.w. 

E88J3S . 

£148.10. 

1UM30 

£233.15 

Average hours per week - ■ 

47.7 _ 

4&8S 





LONDON UNDERQROUMD 


1984 


1989 


Number of peak hour trains 
per day In service 

451 

476 

Number of passenger 

tourneys a year 

872m 

825m 

Number of drivers 

2,129 

2.624 

Number of guards 

2.296 

1.086 

Drivers average weekly pay ■ 

£207.35 

£291.12 

Guards average weekly pay 

£164.18 

£201.31 

Average hours per week 

44-48 

44-45 


Staff per rnfflion 
passenger miles 


a7 


5.1 


The union and London 
Underground spent yesterday 
at the concfltathm service Acas 
and plan , to meet again i<rt» in 
the week, bat the talks had not 
progressed enough last night 
to avert today's stoppage. 

London bus workers also 
looked set last night to call a 
lightening 24-hour strike today 
in support of their 14 per cent 

pay rVnhn !- 

The capital win certainly 
bear the brunt of the 
tion from the strikes. 

Ball carries 480,000 commnters 


a day fritoi th» c wirit a l a n d Lon- 
dim Underground carries 2L8m ! 
passengers. 

Hotels were last night . , 
crammed with staff spendtfiig a 
night away from home to make ; 
sore they cpn make it work / 
this morning. Virtually every ‘ 
hotel bed.-ih. the city has been 
booked by companies which; V 
Mke Lloyds Bank, have, been^ 
foe several weeks, ’ 


planning 
now to ge 


to get bey staff , to work, ,' 
according to specialist hotel r 
booking a gpnpjpfl . j '- . 

Stock Exchange computer- . 
staff spent Iasi night .sleeping ~ 
dose to their systems and £00;.. 
key staff are being bussed hi" 
from pick-up points along .the 
MSS London orbital mo t o rway . 

London pnH«» hearignarhn*^' 


Delors wins support 
from unlikely source 

By Peter Norman, Economics Correspondent 


THE Delors Co m mit tee report 
on economic and . monetary 
union in. foe European Com* 
inanity has been given a boost : 
from a most unlikely quarter 
- a cross-party committee of 
British MPs. 

The Conservatives, atm red- 
ing from Its defeats in the 
European Parliament elec- 
tions, has had to swallow 
another humiliation after fail- 
ing to muster enough votes to 
block a.. House of Commons 
Treasury and Civil Service 
Committee report backing 
union. 

“We do believe that it is 
both possible and desirable for 
the member states of the EEC, 
including Britain, to work 
t owa rds the creation of wm - 
tary onion, a single currency 
and the formation of a Euro- 
pean Central Bank,* the MPS* 
report jsaldL It did dtsa these 
was 'rio Tteed ftir Central EC 
control over mwipber states* 
budget policies, as advocated 
in Delors, bat continiiecU“We 

believe that toe tone is now 
right for Britain to make this 
historic commitment" 

With Mrs Margaret 


Thatcher, the Prime Minister, 
still balking over whether, toe 
tone is right for Britain to Jahi 
toe -exchange rate mechaplam 
of the European Monetary Sys- 
tem, toe endarsementof such 
far-reaebinjt sentiments hr a 
MunurittpA with a built-in Con- 
ser vati v e majority is strange. 

But tteontdome of s* com- 
mittee's deliberations appear 
to be the result of a cock-op 
rather than conspiracy. 

Two Tory committee mem- 
bers were absent when the 
report was debated on Mon- 
day. A thi rd stormed out of 
toe meeting before toe votes 
were counted after passion- 
ately invoking toe Henry Vs 
victory at Agin court against 
the French and other examples 
of Britain's Island heritage. 

That lefi just two ’Conserva- 
tive B9Ps faring h united front * 
of. four pro-Delors 1 Labour-H 

oat im toiS Comntot^ B|te T#r 
came BOgghis, tho<tod9erVafxv;e 
C ommltte e Cha ftTn an, fa only 
allowed to' vote when there fa 
a tie. to toe committee meet- 
ing on Monday , he was unable 
to exercise that privilege. 


Arms cuts 
‘best help to 
perestroika’ 

By Michael Cassell 

THE disarmament process 
represented the fastest and 
most effective way for the West 
to help the process of reform 
within the Soviet Union, Mr 
Neil Kinnock, the Labour 
leader, rimmed yesterday. 

Mr Kinnock, who was 
addressing the Socialist Inter- 
national congress in Stock- 
holm, said that a vital require- 
ment for the reforms being 
pursued by Soviet President 

Mikha il Gorbachev was the 
transfer of money, technology 

and brains away from arma- 

me nts and into productio n an d 

consumption. 

“That shift, and the way in 
which it would stimulate faster 
progress to property and free- 

dom is the surest road to secu- 
rity, tiw best means of ensur- 
ing that liberalising riumg p. in 
the Russian empire fa not 
accompanied by turmoil and 
instability he said. 

Mr Kinnock said the West 

had the closest vested interest 

“of stability, security and eco- 

nomic prosperity” in ensuring 
that the Soviet Union and its 
allies made the. leap from a 
command economy to a mired 

economy and from a single 

party system to 

The problem, 
that it was a $ 

for any leap to be made 


It was essential, therefore, 
that the West did everything 
p ossib le “to ensure the take-off 
is sure and the landing fa cer- 
tain and stable." 


WIMBLEDON 
CENTRE COURT 
PRICE 

DISCOUNTED 
BY 25% 

Late cancellation by large 
Banking Group b**» an 
“Executive . Club” facility 
“Executive Chalet" facility 
available for the two opening 
days of Wimbledon. 26/27 
Juno. 

Foil Hospitality pwribtj fe 
Centre Court tickets mduried. 
For Details contact " 
Peter oo 01-543 2233 


Siemens to 
pay UK 
royalties 

By David Fisttiocfc 

SIEMENS, toe West German 
electronics group, has agreed 
to pay Britain royalties oh 
sate s of its w » d ffl (r magnetic 
resonance equipment formed!? 
cal diagnosis, following 
lengthy negotiations with' the 
British Technology Group. 

It means that Britain win 
receive royalties on about two 
out of every three copies of 
this Zest-sellli g diagnostic 
■system made worldwide. 

Siemens, which ' recently, 
anu sneed the purchase of 
Oxford Instrument’s manufac- 
ture of magnets for these 
instruments. Is believed to 
have toe second-biggest mar* 
ket share, after GeneraT Elec- 
tric .of the US. • " 

BTG bolds a perifoHo at 20 
awirtwnte patents from toe uni- 
versities iff Not tingham . Aber- 
deen and Oxford, and hap 
negotiated royalty rights suc- 
cessfully with General Elec- 
tric, Hitachi, Toshiba, Asahi 
and Shimadsu In toe. last two 
years. . 

ft fa stilt n ego tia t ing with 
Phi pp s, beBeved to be .toe big- 
gest NMR manufacturer, 
which has not yet recognised 
toe British patents: 

Mr Ian Harvey, BTC's chief 
executive, said Ids company's 


erty. rights had led one US. 
comp an y to call It A “vicious 
patent litigator.” 

The only patents tt fa pursu- 
ing through tbs courts concern 
the ■ Hovercraft, where- . it 
befieves patents held by toe’ 
BTG gobridfaxT* Hovercraft. 
Development, are being 
infri ng ed by the Pentepa, An 
US dgftwirg headquarters. 

' Mr Colin Bark er, BT G's; 
Chatman, said his group had 
already spent about £500,30® 
in the Pent agon case, and ltad- 
began legal fgjcradings. 

BTG is understood to be 
seeking royalties amounting: 

to several miUton pounds. 

its pursuit of the US lmriito-. 
care company Johnson and 
Johnson for NMR patent 
tpfMngsaneiii 'lgg led t he ow n- 
pgwy te pass over a substantial 
portfolio of .medical technol- 
ogy patents for BTG to develop 
and market. 


warned 'that London parking 
restrictions would not be lifted 
and cars parked Illegally would 
he moved. 

Hospitals plan wiiwiig n p) 

cover' for patients, although 
same. snch as University Coir 
lege offered dtaff free accom- 
mo^tion for the ni gh*- 
'Se^Royal -Mat! warned of 
inevitable delays to letters 
altooughit is switching to road 
dfafrffjntiori.' -• ■ 

Chambers of. Commerce in 
the Uverpool, Leeds and Manr 
(faster, toe three main north- 
ern connurbations, expected 
most businesses would cope. In 
common with Bumiiigham, all 
three have more developed 
road systems. 

A special hotline has been 


set: np by toe RAC to ' help 
motorists get around the 
expected traffic chaos. 

British Rail said last night it 
had asked Acas. toe coadUa- 
tion service, to approach toe 
NUB about setting up peace 
teft ta over the rail dispute. 

.“The. issues will only be 
resolved' by talking," BR said 
affcw the rating; “The Board is 
ready at any time for such, 
talks." 

Mr Knapp said any approach 
would be considered but BR 
needed “to be willing to make 
concrete' suggestions on pay 
and h » r y rf ni n g procedures." 

The unian’s 70,000 members 
voted by 29,675 to 20,704 to take 
the strike action over a 


refected 7 per cot pay after 

and the afaHHnn of TxptinwaT 

pay bargaining. 

Mr Knapp warned that the 
NUR executive meeting tomor- 
row morning would be consid- 
ering further action “if we 
don't see a change of attitude " 
from BR. The union had a 
mandate for 24-hour strikes 
and an overtime ban. Lord 
Donaldson dismissed British 
Rail's argument that the NCR's 
strike ballot was invalid 
because, it claimed, about 200 
union members had been 
deprived of the Chance to vote. 

The NUR bad complied with 
the balloting law requirements, 
he said. It had established 
which of its members it 
wanted to call out on strike 
and then done all that was rea- 
sonable practicable to see that 
those entitled to vote had been 
given the opportunity to do so. 

Lord Donaldson stressed that 
the court was not concerned 
with whether BR or the union 
was right in the dispute - or 
with whether it was "sensible” 
for the union to call the strike. 

“What we are concerned 
with is whether the NUR has 
complied with the law. If they 
have then it is the duty of the 
courts to protect the union's 
right to take industrial action 
- however unpopular this may 
be with the travelling public, 
with industry or with the Gov- 


Ports face threat of 
standstill as court 
lifts ban on action 


By Jimmy Bums, Labour Staff 


BRITAIN’S ports are once 
again facing the threat of wide- 
spread disruption after the 
country's highest court of 
appeal yesterday lifted an 
injunction preventing the 
Transport and General Wesk- 
ers' Union from organising a 
national docks strike. 

The TGWU, Britain’s biggest 
miinn, challeng ed in the Law 
Lords an earlier Coart of 
Appeal decision banning the 
strike on the grounds that the 
dockers were not in breach of 
statutory duly by. striking. 

The Lords' hearing also 
hinged ' on the the appeal 
judges’ concern that insuffi- 
cient consideration had been 
given in a previous High Court 
case to the negative effect that 
a docks strike might have on 
the “public interest.” 

Mr Ron Todd, the general 
secretary of the TGWU, last 
night said that the union 
would now organise a national 
strike ballot to back up dock- 
ers' demands for an agreement 
to replace the Dock Labour 
Scheme which regulated 
employment and working con- 
ditions In most of Britain's 
ports. The Government had 
announced on April 6 that it 
planned to »hn1iah the «nhMWi» 
on the grounds that it main- 


tained restrictive practices, 

Mr Todd said after the Lord s’ 
ruling that it was not too fate 
“even at this eleventh hour” 
for port employers to agree to 
negotiate a new agreement 

The National Association of 
Port Employers (Nape) said 
that It was not prepared to 
negotiate a new agreement 

Mr Stuart Bradley, Nape’s 
vice-chairman and managing 
director of Associated British 
Ports, the major port employer, 
said: “A national strike would 
be quite futile. It will not 
change the employers’ determi- 
nation that we wffl not replace 
by agreement what Parliament 
is taking away by removing 
the statute." 

Some port employers believe 
that the recent unofficial docks 
strike demonstrated deep divi- 
sions among dockers which 
will undermine the effective- 
ness of an official national 
strike. The unofficial strike, 
called in defiance of uni on 
instructions, was called off by 
mili tant shop stewards on 
Monday after support had 
dwindled to just over 2,000 
dockers in three ports. 

However, TGWU officials 
said they were confident that a 
majority of dockers would vote 
in favour of strike action. 


Schools to 
introduce 
technology 
studies 

By David Thomas, 
Education Correspondent 

TECHNOLOGY and design wiQ 
for the first time form a key 
part of education in En g la nd 
and Wales from autumn nest 
year under plans endorsed yes- 
terday by Mr Kenneth Baker, 
Education Secretary. 

All schoolchildren from the 
age of five to 16 will have to 
follow a centrally-prescribed 
course of technological studies 
stressing close links between 
education and business. 

The proposals, designed to 
overcome the long-standing 
bias of British education 
against technology, were made 
in a report published yesterday 
by a committee of the National 
Curriculum Council, the body 
charged with introducing a 
new national curriculum. 

Mr Baker backed the report’s 
conclusions. However, Mr 
Doug McAvoy, general secre- 
tary designate of the National 
Union of Teachers, accused toe 
Government cf providing insuf- 
ficient resources to deliver the 
report’s objectives. 

The plan is to phase the 
recommendations in from Sep- 
tember 1990, starting with five, 
seven and U-year-oids. 
Sweeping away the dost of 
neglect. Page IS 


Our customers’ wishes have top priority. 



The secret of success is quite 
simple. Our customers’ wishes 
have top priority. So that we 
don’t forget this, but always act 
according to this principle, we 
have placed this recipe for suc- 
cess at the beginning of our 
company guidelines. And as 
long as Lufthansa exists, this is 
how we win act Our customers 
insist on thoroughness and re- 
liability We offer you one of the 
world’s most modem air fleets. 
And the training of our person- 


nel is considered exemplary 
throughout the world. Our 
customers agree with us that 
there is a bit more to a good 
flight than just a good flight We 
offer more: all over the world, 
you have the opportunity to 
travel not only Business Class 
or Tourist Class, but also in our 
exclusive First Class. But 
however you decide, you’ll 
meet the same friendly service 
in every class. Because that’s 
the way you want it 



Lufthansa 


it 










Growth sharply 
slower during 
first quarter 

By Peter Norman, Economics Correspondent 


BRITISH economic growth 
slowed sharply in the first 
quarter of this year although 
g o v e r n ment statisticians have 
revised the earlier picture of a 
slight decline in activity since 
the final quarter of 1988. 

The Central Statistical Office 
reported that the average mea- 
sure of gross domestic product 
increased by a real, seasonally 
adjusted 0.3 per cent in the 
first quarter compared with 
the final quarter of last year. 
The average GDP measure, 
which is based on expenditure, 
income and output measures of 
GDP, showed 1.4 per cent 
growth in the first 1989 quarter 
compared with the same period 
of 1968. 

Government statisticians 
said that the low first quarter 
year-on-year growth partly 
reflected erratically strong 
growth in the first three 
months of 1988 when the aver- 
age measure of GDP jumped by 
5.4 per cent compared with the 
previous year's level. They said 
that a more Informative com- 
parison of underlying eco- 
nomic growth trends might be 
the latest six months compared 
with the same period a year 
ago which showed a 2.5 per 
cent year on year rise. This 
compared with 3.7 per cent 
average GDP growth in 1988 
compared with 1987. 

However, uncertainties still 
surround official measure- 
ments of growth in the British 
economy because the three 
components making up the 
average measure show widely 
differing returns, particularly 
in the short term, although in 
economic theory all three sets 
of data should be the same. 

The output measure of GDP, 
which the CSO considers the 


roost reliable indicator of short 
term change, registered mini- 
mal growth of 0.1 per cent 
between the final quarter of 
last year and the first quarter 
of 1989 and yet a year-on-year 
growth of 2.4 per cent 

These figures were revised 
from the provisional output 
measure published by the CSO 
a month ago which showed a 
0.2 per cent fall in GDP 
between title final three mouths 
of 1988 and the first 1989 quar- 
ter and L9 per cent first quar- 
ter year-on-year growth. 

The expenditure based esti- 
mate of GDP, which the gov- 
ernment admits may be unoar- 
recording spending trends in 
the economy, fell 0.4 per cent 
in the latest quarter white 
showing a 1 per emit gain com- 
pared with the first quarter of 
last year. 

The income based CHIP esti- 
mate increased by L3 per cent 
in the latest quarter compared 
with the final quarter of 1988 
but showed growth of only 1 
per cent compared with the 
first quarter of 1988. 

Government statistics 
showed that a fall in energy 
output following production 
problems in the North Sea 
depressed economic activity. 
Excluding oil and gas produc- 
tion, the output measure of 
GDP was up 4 per cent in the 
latest quarter compared with 
the first quarter of 1968. 

The expenditure data 
pointed to a slowdown in con- 
sumer spending to year-an-year 
growth of 45 per cent in the 
first quarter compared with 85 
per cent over the whole of 1988. 

The gross domestic product 
deflator, known as the index of 
total home costs. 


Lending, 
MO rises 
exceed 
forecasts 

By Our Economic* 
Correspondent 

BRITISH BANK and bufiding 
society lending grew more 
strongly than expected last 
month while MO, the narrow 
measure of money supply that 

is targeted by the Treasury, 
expanded faster than I ts 1 to 5 
per cflnfc turp i range. 

The Bank of England 
reported a £6.7bn seasonally 
adjusted Increase in bank and 
building society tending in 
May compared with growth of 
£7bn in April and an average 
monthly increase of £6.9bn 
over the past six month. 

The figure was higher than 
analysts* consensus forecast of 
£5Jbn to £6bn. 

However, information 
released yesterday by the Com- 
mittee of London and Scottish 
Bankers suggested that bor- 
rowing from banks by the per- 
sonal sector was subdued, with 
corporate borrowing account- 
ing for th e bulk of the bank 

lan d i ng in May . 

According to Mr Ni 
Richardson, an economist 
Warburg Securities, the 
were consistent with the 
lng societies regaining market 
share in a depressed home 
loans market and industry con- 
tinuing to borrow to finance 
capital investment and the 
imparting of raw materials. 

The Bank said that MO, 
which consists almost entirely 
of note and coins in circula- 
tion, increased by an unad- 
justed 1.6 pm cent in May and 
by 65 per cent in the year to 
May. 

Seasonally adjusted, MO rose 
by L2 per cent in the latest 
month, which was slightly 
higher than analyst's LI per 
cent consensu s forecast, and 
fay 6.2 per cent in the 12 
months to May. 


Banks to set up Mastercard umbrella group 


By David Barchart 

BRITISH BANKS belonging to 
the Mastercard payments sys- 
tem are to set up a UK. consul- 
tative body similar to that used 
by the rival Visa group. The 
move is likely to cause tendon 
with banks trying to promote 
Eurocard, the European affili- 
ate of Mastercard. 

Mastercard Forum, an 
umbrella group, will be baaed 
in London. It is expected that 
Mr Derek Wanless, a director 
of National Westminster Bank,, 
will become chairman. 


However, the new group is 
likely to sharpen tension 
between British credit card 
issuers and north European 
banks trying to promote Euro- 
card as the main European 
credit card. 

British bankers are exasper- 


to present Eurocard as an 
international credit card, 
downplaying Mastercard and 
Access, despite the embryonic 
state of West Germany's credit 
card, industry. 


T her « are less than lm Euro- 
cards in West Germany, com- 
pared to almost 14m Access 
cards to the UK. 

The larger West German 
hapioi have been trying to fos- 
ter the growth of a European 
credit card industry to block 
the growth of the Visa organi- 
sation in their country. Many 
regard it as an American 
intruder. 

The move to set up the 
umbrella group comes less 
than a year after the UK credit 


card market was throws into 
disarray by the issue of the 
first Mastercard products out- 
side the framework of Access, 
the Southend-based credit card 

consortium. 

The number of Mastercard 
issuers outside Access has 
grown steadily, hut banks have 
been hindered by the absence 
of a joint membership body. 

E ur ocard International, as 
the licensing authority In 
Europe, had wanted the new 
body to be under its Jurlsthc- 


tton, rather than part of 

Mastercard. 

One of the big four banks 
said yesterday: “We have made 
it clear that we intend to go 
our own way rather than have 
terms dictated to us from Brus- 
sels.” ... , _ , 

-K necessary, this cam oe 
the prelude to further diver- 
gences of British Mastercard 
issuers from the Eurocard fold, 
which most British card issu- 
ers regard as unhealthily car- 
tdistic.” 


Fees for external 
fund managers rise 


Barry Riley 

FEES PAID to external 
managers of pension fund port- 
folios in the UK are creeping 
up, according to a survey of 250 
schemes by Greenwich Associ- 
ates, the US-based consultants. 

The average foe level paid by 
these large (£50m plus) 
schemes rose to 0191 per emit 
from 0J86 per cent of funds 
managed dozing the past year. 

But the consultants say *h»t 
the rise does not so much 
reflect a general increase as a 
switch by pension schemes to 
speciality managers with 
lii ghw charges the coot 
ventkmal balanced managers, 
who provide a general service 
covering all types of assets. 

According to the survey, 
conducted dre-ing Mawii, April 
and May, specialised managers 
charge an average of (L2S1 per 
cent, while balanced managers 
receive 0J.74 per cent 

However, the overall upward 
trend is being restrained by 
increased use of passive (or 
ftnfar tracking) managers who 
charge lower fees, averaging 
6143 per cent 

. As many as par cent of 
the schemes hired one or more 


new mana gers during the past 
12 . months, illustrating th e 
scale of the switch towards 
specialised managers. Of 
schemes with assets over 
£40Qm. a third hired new man- 


Local authorities are in the 
vanguard of tire move towards 
The proportion 
local authority schemes 



foil from 74 par cent in 1988 to 
57 per cent this year. The pro- 
portion using both balanced 
and specialist managers 
increased from 13 to 28 per 

wwt. 

Almost a fifth of the UK 
equities owned by these big 
funds are held in index match- 
ing portfolios, and this propor- 
tion is expected to grow to 25 
per cent by 1992. 

Elsewhere, the propor ti on cf 
o v er s e as equities (now 16 per 
cent of assets on average) is 
expected to increase some- 
what 

However, sterling fixed inter- 
est securities (9J> per cent) and 
UK property (ftB per cent) are 
prpw -i p ^ to in imps- 

tance. 


It's the best possible catch. A great return on 
your investment 

And that* s the only catch there is. 

With HALIFAX DEPOSIT INTERNATIONAL there is 
simply no need to go fishing around for a better investment 
There is no time limit on your investment and you 
can have instant access with no penalties. 


HALIFAX JERSEY-BASED INVESTM 
HIGH INTEREST. INSTANT ACCESS. SO WHAT 


ENT. 

’S THE CATCH? 


You can have UK standing orders and direct debits. 
And monthly interest can be paid into UK bank accounts. 

Being the Halifax you can obviously expect highly 
competitive interest rates. And being offshore you can get 
interest with no UK tax deducted. 

Your sterling investment can start with a minimum 
of £1,000 at the substantial rate of 11.00%. 

From there the interest rate automatically rises on 
the whole investment as your balance steps up as follows. 


AMOUNT 

£1,000+ 

£10,000+ 

£25,000+ 

£50,000+ 

INTEREST RATE 

11.00% 

12.00% 

12.60% 

12.85% 

C.AA* 

ltJ0% 

12.36% 

13.00% 

13.28% 


Interest rates may vary so you can cafl our Halifax Jersey 
Hotline on (0) 534 59840 for up to the minute information. 

This great investment opportunity is only open to 
those not ordinarily resident in the UK. 

If this includes you and you would like to open an 
account, simply send us the completed coupon below. 

Once you've got your hooks into this investment 
opportunity you can just sit back and reel the money in. 

I To Halifax Building Society, International Investment Unit, Ingouville I 
■ House. Jngoirville Lane, St Heller, Jersey, Channel Islands. 

| I.*We enclose a cheque/ money draft No. 


for 


(minimum deposit f 1.000). 


lAVe are not ordinarily resident in the UK. Please send the declaration 
fotm for the payment of gross interest 1/We would like the interest to be: 
Added to balance Q Paid half-yearly □ Paid monthly Q 
Or please send mefaU details of HALIFAX DEPOSIT INTERNATIONAL □ 

full .Name (Title) Tel No 

Address 


Nationality 


Date 


This sum is being invested in HALIFAX DEPOSIT INTERNATIONAL by 
mc/us as sole/ joint beneficial owners). 

Signature; s) 


HALIFAX 



L 


THE W O R L 


D’S NO i | 


Halifax Building Society, International Investment Unit, 
Ingouviile House, Ingouville Lane, St Helier, Jersey, Channel Islands. 
Fax No: 0534 59280 Telex No: 4192X64 

Interest b paid twice yearly, giving a higher compounded annual rate (CAB. - ) ITtett intact Tar 
the whole rear. Copies or the list audited accounts are available on request. Halifax BufrUng 
Society's registered office bin Halifax, UK. Bales are coned at time oTgoing to press. 



Compromise close 
on SE registration 


By Richard Waters 

A COMPROMISE Is close to 
being reached at the Stock 
Exchange which could smooth 
the way to the introduction of 
arrangements for computeris- 
ing settlement and registering 
share tr ansactions. 

A compromise, if accepted, 
would break a deadlock that 
has threatened the introduc- 
tion of the system, which has 
already been an the drawing 
board for seven years. - 

The compromise, to be voted 
on at a meeting an Ju ne 30, 
involves staggering the intro- 
duction of the new arrange- 
ments, rather than introducing 
than all at 01106. 

It is hoped that this would 
arffUtUffitt gfflflllw bro king firms 
by allowing them to continue 
using their existing systems 
twihi they have had ttma to 
adapt 

It would also allow co mp any 
regi stra r s to continue for some 
time as at present, rather than 
seeing their role disappear 
overnight 

However, the Stock 
Exchange committee examin- 
ing flip issue has not «htft«t 
ground on the direction it 
intends to take. It is to reaffirm 
its commitment to a new sys- 
tem based on Sepon, the 
Exchange's existing Systran for 
transferlng and registering 
shares which is restricted to 
market makers. 


Under this system, shares 
would all be registered in the 
names of a number of banks 
and broking firms and other 
institutions, which would act 
as nominees. They would hold 
shares in sub-registers on 
behalf of smaller investors. 

The com p romise would allow 
broking fir ms to switch to the 
new nominee system straight 
' away or to continue with their 
present arrangements for a 
defined period of time. 

This is aim designed to set- 
tle a farther concern. Under 
the new arrangements, listed 
companies and others would 
have to apply to the nominee 
mmpnnip« to gain access to the 
sub-registers giving details of 
who owns shares. 

This has caused concern 
about the responsiveness of the 
nominees and the sensitivity 
an the part of companies about 
mg king these sorts of requests 
when they may be expecting a 
hostile takeover. By staggering 
the introduction of the nomi- 
nee system, the Exchange 
would hope to buy time to 
resolve the problem. 

A member of the 
said: “Allowing market makers 
to migrate an to the new sys- 
tem means that not everyone 
would be on bulk nominee on 
day one, and the listed 
nles* service would not 
needed on day one.” 


Rolls-Royce wins £400m 
engine order from TWA 

By Michael Dome, Aerospace Correspondent 

for long-range, non-stop A-330 
operations over the North 
Atlantic. 

The A-330 with the Trent 
Wffl be able ip mfcy more than 
306 passengers Trak-stop from 
New York to Rome, or from St 
Louis to Frankfurt, or Los 
Angeles to -London. 

Sir Ralph Robins, deputy 
and raynag i u g nhwv 
tor of Rolls-Royce, said that the 
TWA deal “firmly establishes 
the Trent as the best selling 
engi ne for the A-330 Airbus, 
with the largest mark et share 
of firm orders and options 
- over 60 per cent" 

Other orders for the Trent so 
far include Air Europe, with 
six MD-lls gn< t another 12 on 
option, and Cathay Pacific of 
Hone Kong, for 16 A-330 Air- 
buses with another 10 on 
option. . 


ROLLSROYCE, which recently 
announced record business so 
for this year of £L5bn, has won 
another major order, from 
Trans World Airlines afthe, 
US, eetimated to Tw worth up 
to £400m. 

TWA is buying the new BB- 
211-524L “big thrust" engine, 
now renamed the Trent, for its 
fleet of 20 European A-330 
twin-engined, medium-range 
Airbuses, with an option on 
another 20 aircraft 

The Trent, when it enters 
service in 1983-94, will be the 
most powerful jet engine avail- 
able, capable of thrusts of up to 
72,000 lbs for TWA but also 
able to go further to about 
8(1000 lbs. 

Rolls-Royce said yesterday 
that TWA had chosen the 
Trent e n g i ne because it would 
provide the necessary power 


la Brief 

Securities 
firms to be 
tried on 
disclosure 

jumps Capel and Smith New 
Court, the securities firms, 
have been committed for trial 
to the Central Criminal Court, 
London, on charges relating 
to technical breaches of the 
Companies Act, writes Richard 
Waters. 

The committal followed a 
five-minute hearing at Guild- 
hall magistrates’ court, where 
tiie two firms first appeared 
last week. The full trial is 
expected within six to eight 


Both charges relate to a fail- 
ure in 1986 to disclose informa- 
tion about inter ests in shares 
in Consolidated Gold Fields, 
the diversified UK mining 
grohp, after receipt of a notice 
under section 212 of the Com- 
panies Act requesting the 
informat ion. 

BP steel contract 
BP has awarded a £4Sm con- 
tract to Thyssen Mannesmann 
of west Germany to supply 
steel for a £l62m pipeline from 
the North Sea. British Steel 
had said it was unable to meet 
BP'S specifications for large 
diameter carbon steel of the 

in quire! thickness. 

Samsraig site search 

Samsung, the South Korean 
electronics group, is consider- 
ing a large-scale investment 
in MunimnHnrtnr mawnfart ur. 
ingin the UK or Ireland. 


£300m army gun deal 

VSEL, the Trident submarine 
builder, has been awarded a 
£30Qm contract by the Ministry 
of Defence to supply issmm 
heavy guns to the British 
Army. They will be capable 
cf Cling nuclear shells and 
will be deployed in West Ger- 
many with the British Army 
of the Rhine. 


Town bans damping 

Dumping at one of Europe’s 
biggEst toxic waste disposal 
sites, Walsall, West Midlands, 
has been banned by councillors 
because of tears about possible 
environmental damage. The 
site already contains about 
L3m tonnes of treated wastes, 
including chemicals such as 
arsenic and cyanide. 



THE TIME BOMB 

Tune bombs use the 
computer dock to 
activate an illicit 
program. One or the 
most famous was the 
‘PLO virus! set to go off 
on the 40th anniversary 
of the dissolution of 
Palestine, destroying 
files on computers 
connected to the Hebrew 
University’s mainframe. 

THcOnt Custodian 

protects yon against 

tune bombs by keeping 

backets axtd other 

unauthorised users out 

of your systems. Phone 
Tricorn on 024 026 3953 
for details about how to 
protect your data 
networks. 

Tricorn 

Hkom Cw nm i mH w M He 
OaMBtadGtri«KlnKh 
MtehWjuw^i wiiitihe^rtm 
HPM38X 


4 


Perfect 

Savings 

Partnership 


1 mm ■gHdalaJdaWelU I 

I11-75XHH 


1225 % 


C&000 ratatroum deport 

M orna t cfdi to d quortorty 


for your longer term 
InwMtinu i U 
CljOmmhwnmdepeaK 
fcrtwM MM al the and 
of the depatit parted 

COlTBCi or b«JC 

New yea can benefit from the ndmaiteges of the 
perfect saving* partnership offered by Lombard 

short 

Barings earning you a good rats at Menut with «» aceaaa 

taSSpoalf 

rrrjsssssr- 

I tix&MhenCariac Unbend North OanhaiPLC, 

I ES£S^?ESg?^gj|s- 

I NAMEflMMBMggE, 



i account brochure and 


ADDRESS. 
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D ®PWd Accounts 








13 


S 

'N 


financial gra? jy : JUNE 211989 


'0*5 

V:‘ > f 

I \,t 


ses 


ire 


The demand for high calibre acquisition spedal- 

- lata OOOtiailCg apace. Opportiinitica exist within 

die pre-flniflfflr U.K., European W U.S. 

financial insttattwea for incbiAiabwidi a* ka«t 

two years* acquisitions related experience, which 

may have been gained in the foltowing fields: ' 

* Investment Banking - 

* Strategy Consultancy 

* Industry/Commerce. 

. If you are looking for increased iespoc»ibilrty 
cover in g every aspect of a deal from mitiatTo n tr. 
completion,^ an envimunent that is demand- 
ing and co mpe t iti ve^ then cafl jftml Wilson an 
01-831 2000 for a confidential discussion. ~ 

Altexnadvdv; write to hW at Michael Ibge 
Q^i . 39-41 Parker Street, London 
WC2B5UL 


Michael Page City 

' International Recnritment ConSultants : 
Ix rn donPaiisAnastierdam Brussels Sydney 




The built-in bias against older candidates 


By Michael Dixon 


OUT of the blue, four head- 
hunters from different bits of 
Britain have just ■ contacted 
the Jobs column In swift 
succession, all reporting an 
Identical event To make the 
coincidence more arresting, 
management consultant 
John Weetman has written 
describing an experience 
closely connected with the 

yntw thing : 

- The ’ event separately 
reported by the headhunters 
is that the forecast shortages 
of j^most. sorts of engineers 
have began to bite. What 
links that development with 
the wmiapmapt consultant's 
e^eriehce is that one of the 
tefifir mooted remedies to the 
long foreca st sh or tages is for 

hyes end at about the age^of 
40, ' and start recruiting those 
of riper years. 

' While on a technical 
conktiliing assignment in a 
big construction group 
recently, Mr Weetman kept 
dose ' watCh on a recruiting 
exferc tee being carried out by 
Its .'personnel department. 
The group’s need was for hair 
a dozen engineers with the 
commercial 1 acumen and 
managerial ability to tatp 
charge of sizeable -contract 
operations. 

* Hie says he expected the 
multiple advertisements to 
attract some 200 applicants. 


The r jobs were, interesting, 
and although.: the salary 
range was only £17,000- 
£18,000. that was pretty 
competitive for the level of 
engineering- work in question 
(before *the shortages started 
to bite, at least). 

But whereas he and the 
recruiting staff . knew the 
prospective salary bracket, 
potential cawTwiatiaB did not. 
The ads carefully avoided 
giving- any - meaningful - 
information on pay. 

That may be one reason 
why the number people . 
who put in applications — 
which h^d to be made cm the 
KTOtarfs etendaxd forni-^' was 
under SO", riBbui half c# them 
aged 40-plus. Thereupon 
junior personnel staff sifted 
the forms into two piles 
acot gdfa g to -pre-set criteria, 
possibles on- the right and 
rejects on the left: 

. while the* management 
consultant hadnb brief to 
interfere in 1 the exercise, 
after looking through the 
rejects he managed to rescue 
the applications of two 50- 
yeatolds. They had been 
ditched on grounds that they 
had. not done well enougfa in 
the public examinations they. 
bad- taken -at the age of i6, 
WMOh damharig evidence :of 
podr scholarship chimed 
oddly with the fact that both 
had genre cm to win honours 
degrees attmiversity. 


It transpired that this 
sifters had been told to reject 
anyone who had not gamed 
C grades or better in a 
minimum of five subjects in 
the 16-phis exams Although 
the two honours graduates' 
forms claimed sufficient 
passes, they did not specify 
the grades thereof - which 
was taken to mean that their 
grades had been below C. 

Being 51 himself Mr 
Weetman was able to point 
out that in the days when the 
ditched pair took the grama, 

the grafted candidates gnlntvl 

were not disclosed. They 
simply passed or foiled. 

Nevertheless by the end of 
-the next stage, the first 
interviews, all applicants 
beyond their 40th birthday 
had gone from the lists. The 
interviewing had been done 
by two women and a man 
aged about 30, who agr ee d 
later that all the candidates 
they had rejected shared a 
common fault: to wit, they 
were poor communicators. 

“To my mind, that sort of 
judgment begs questions,” 
John Weetman says. “The 
interviewers were well 
trained and probed into 
personal as well as work 
matters, which in these days 
of drugs and so on is no 
doubt necessary. 

“Now think of a man of 45 
who has been an engineer all 
his working life, and spent 


most of it on building sites. 
Suddenly he’s in an office 
faced by a 30-year-old woman 
he's never met before asking 
Mm personal questions. 

“While he might well find 
ft hard to communicate with 
her, be could still be superb 

at communicating with 
construction workers, which 
is mainly what’s required in 
the job. When I suggested 
that communication was a 
two-way process, though, the 
interviewers just stared at 
me uncomprehendingly. ” 

Even so, Mr Weetman 
think s that bias against older 
candidates had been built 
into the recruiting exercise 
right. from the start. For 
instance, the advertisements 
stated that candidates should 
be “30-phis”. 

“The object was to deter 
people under 30 who would 
probably - not have enough 
experience,” says the 
management consultant. 
“Nobody seemed to twig that 
anyone over 40 might also 
see it as discouraging. 

“And the ads called for 
attributes which, however 
desirable they might be. 
weren’t really needed. That 
probably attracts youngsters 
with big ambitions who see 
challenge, in a job beyond 
their proven capabilities. But 
older people who could do 
the work are likely to be put 
off by a demand for qualities 


they've no hard evidence of 
possessing." 

All of which surely offers 
a ip«snn to company chiefs In 
countries, such as West 
Germany and Italy besides 
Britain, where stortages of 
works kills are impending. 
Difficulties in finding enough 
recruits may well be rooted, 
not in absolute scarcity of 
engineers or whatever, but in 
the attitudes of the company 
staff doing the recruiting: 

If so, however. It does not 
follow that the culprits will 
be personnel specialists who, 
in the Jobs column's experi- 
ence at any rate, are mostly 
aware of the need to revise 
recruiting practices. 

The blame for any any 
self-imposed skill shortages 
is at least equally likely to lie 
with ifoe management: For if 
a company's line ma n ag e rs 
insist on sticking to their 
habitual ways of hiring, the 
personnel department often 
lacks the political power to 
do anything about it. 

Property 

CAROL SPEED, bead of the 
Kynaston International 
recruitment consultancy, 
seeks three senior people for 
the London-based property 
division of a big- British 
group. Since she may not 
name it, she promises to 
honour applicants' requests 


not to be named to the 
employer at this stage. 

The recruits will report 
directly to the recently 
appointed head of the 
division which has overall 
responsibility for the 

property aspects of the 
group's 2,000-plus sites 
around the United Kingdom. 
With changes in rating and 
value added tax in the offing, 
the prime task will be 
reorganising the property 
arrangements with the twin 
objects of minimising costs 
and maximising income. 

The posts are respectively 
for a property management 
controller, a development 
controller, and a property 
services controller. The 
salary indicator for all three 
of the jobs is £30,000-£40,000, 
with other benefits for 
negotiation. 

Candidates should already 
be successful at managerial 
level in similar work cover- 
ing substantial numbers of 
“high street” properties. 
Both the management and 
the development controller 
need strong experience of 
implementing as well as 
devising new policies. The 
services controller should be 
familiar with every facet of 
property maintenance. 

Inquiries to Ms Speed at 
29 Old Bond St, London W1X 
3AB; tel 01-629 3727, fox 01-199 
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CAREER OPPORTUNITIES W!?H EQUITY PARTI Cl RATION 
IN VENTURE CMPflM. ANDOORPORAFE FINANCE 


Development Capital Ccxporolion, which has riet assets of 6vdr£10&miltion,Esa 
substantial international venture hiueGbnentandl corporate advteovy group which 
operates from offices in London, Dubfin and Boston! 

As a result of strong growth DCC now vrishes to recruit executives for corporate 
finance and venture capital positions irt Lcjndon. Appointments wffl be made up. 
to Associate Director leveL 


VENTURE CAPITAL 


DCC ^ntiiree; which ' provides venture and 
development capital lor growth companies and 
management buynouts wishes to recruit: 

B tocutive swhowmberespbnsibtetortdentifybiqand 
negotiating new Irwestmertis arid assisting with the 
business development co existing . investments. 
Appgcapts,aged 25-35, wfll have an acoomtancy, 
engineering and/or MBA and should 

have appropriate experience gained Jh Industry ora 


.. ,*y - . . ; 'Ll i L\ retevpjrfc. jxqfeasfop, .GSwMofip.- giusfbe 

. • ' , vMtiattra. ■; ''-.v: f, 


CORPORATE FINANCE 


DCC Corporate' Finance. Whlch provides corporate 
finance, advisory sendees, in the UK. Ireland and the 
US wfth an emphasis on stock, market issues, 
acquisitfonsend divestments, wishes to recruit . 

; ..... Execufivea with relevant professional qualifications 

and experience; who are aeeMng an opportunity to 
work as part of a highly motivated corporate finance 
taam. Succes3fufcandidates,aged 25-30 are fikelyto 
be emi^oyedJn the accountancy or legal profesafoos, 
merchantbankingorfostockbroWng. 

Remuneration packages wifi be designed to attract and mo tiv a te individuals of 
the highest caffora. Appointees at Associate Director level wifi be offered equfiy 
participation in DCC through share options. 

» , . . 




Ibny Muffins, DCC Ventures United . 

Peter feamerman, DCC Corporate Finance limited 

103 Mourt Stre^ London WIY5HE 
Tetephbne: 01-401 0767 
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COMMUNICATIONS 

m f .• t 

A career opportunity^- London 

Clerical Medfcai Is a major force In Qie tawestranri^ 

record for inttstsiert menoeemenkwllii ffiiaddbl products ranging from 

pension aadBfe tnstipaiioe arrangemeiasto tavescoem tools andimatrasts. 

Rapid growth tn the Group has created^ dmDengfogopportnnflytDour 
specialist laveshnen&oomimniicatfaiiB lernTbe key respooafofflfles being to 
provide investment information to our efienfo and 6b the current 


Yourbaci^romKf? Woally sea wittbe a gradnaie In a numerate discipline 
with 2/3 years business experience within the nuance sector. .. 

Good oral and written cwmnanlcaaion skills are partkmlarty important 
as sot will be required to i»ie bopfoal boDetfos, respCKid to pd-hoc queries 
from^ tudepeodent advisers and tndJvidiial iseats, with someinrolvemeflt in 
owntnai* preparatfoo. MmuranflUcal flab* te also key 1 as there- will be a 


■nils is Buescdteotoppofttmity toceatribote to ahlgb dsnandarca of 
bwestmait actwty wbb tong^enn career prospers as. a member -of our 
tarestmeatteam. 


tfoneand experience, which toctades mortgage subsidy/ a pension and life 


If job OU jea raatch for jus pee 

tefephoae Nkft Morgan, Seator Petfsenel Officer ea Bristol (0272) 
278538 or Loadee (01)321 163?: 4 ; h ■ 
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GPA GROUP LIMITED 


GPA is the world’s foremost lessor of commercial auaafL Since its 
formation in 1975 the company has demonstrated an outstanding 
leemd of innovation and is now firmly established as the market 
leader in its fidd. 

GPA has four strengths on wfiidt ft will build its future success; 

• A broad baseofairiine and investment customers world wide. 

• A strong balance sheet’ and acoess to additional debt and equity 
sources. 

o Shareholders and j o in t v e ntu re partners foam amongst the leading 
ipnifay tinw^ fi nancial jn s ri hitions an^i jurfines in Asia, Eumpe 

and North America. 

• A multi dferipHnaxy team of motivated people that work together to 
achieve dearly defined common objectives for a company in which 
they are shareholders. 


GPA has already diversified bom its original business of aircraft 
leasing to provide a broad range of aviation related financial and 
technical services that enhance its own transactions and cater to the 
needs of airlines, manufacturers and investor. GPA has finandal 
services offices in New Ybris, Shannon and^ Tokyo. It is proposed to 
add farther offices in Dublin and London. 

GPA proposes to expand its activities by investing in ancillary 
financial and technical services. Ahey dement in this strategy is to 
strengthen and add to the team of professionals dedicated to these 
fields, ft is prbpofed to fin the positions fisted betotv: 


Managing Diredor - Investments (pos.reemd/fd Investment Analysis (pos.reeia/fd 


This will be a senior position with responsibility for spearheading 
GPA's investments in new ancillary businesses. We are looking fora 
person with refevant qualifications and achievements in the fields of 
acquisitions, mergers, venture capital or investment banking. 

Vice Presidents /Managers cpos.reevp/fd 

We are looking for bright people to join our financial services and 
investment teamThese people are likely to be in their mid twenties 
to eariy Unities gild have gn MBA, profession^ qualification, or a high 
quality primary degree: Above all they must be aWe to demonstrate 
that they have already Ijeen successful in achieving their goals and 
have the ability ^and aptitude to conceive, advance and consummate 
sophisticated transactions. These people will be GPA's future "profit 
centres". 


GPA is developing one of the most sophisticated information systems 
and analytical tods in the finandal services industry Yfe are looking 
for fire rocket scientists * to man fins system and provide the analysis 
that is vital in our business. 

The soccessful candidates are Gkely to be a minimum of one year out 
of university (where they will have demonstrated their numeracy), 
be computer literate; have a good knowledge of business principles 
and have the drive, ahflily and personality to devdop into executive 
roles. 




GPA is a profit driven company and we reward our people weQ, 
particularly by offering an attractive profit related bonus scheme and 
the ability to share in GPA's capital growth. Overall remuneration will 
exceed what is generally available 

While GPA conttaies to be controlled in Shannon, the candidate's 
perscmal prefbayss will have a strong influence on the location of 
these positions. 


Please send a resume, quoting the relevant position reference number to: 

Cohn Barrington, Hifpf Commercial Officer GPA Group limited, GRA House, Shaiinonjreland. 


GPA GROUP UMITED • SHANNON • IRELAND 


WHICH CAREER 
SUITS BEST? 

Pna fiw rioMl G uidance an d 

Assessomnt for aH ages. 

1 5-24 yrtt Cawto. Cam 
25-34 rm Pf 0 gran.Oi>ngw 
3544 ynt Baum 2WCvMra 
R4I details In frnbrodnm:- 
CAREER ANALYSTS 

SOOouMXterPfoceWl 
01-S3S S4 52 (24 *jj 


Appolntnieiits 

Advertishig 

, Appears every • 

Monday 

Wednesday & Ttarsday 


TRADING 

ASSISTANT WANTED 

Bright, enthusiastic individual needed for 
growing options and futures firm. Bachelor’s 
degree in quantitative field required. Must be 
willing to work in a "fast-paced, team-oriented 
environment. 

Send CV. and all qualifications to: 

Mr. J. Peters ; Hull Trading Europe, Inc . 

The International Stock Exchange , Box AS, 

London EC2N I HP 


IF THE CURRENT CLIMATE 

In the city has reduced your 
earning capacity - call 

Edwant Cvric on 01-833 2593 and get back to being wngst the 
top m pb m in the Untied Kingdom. 


START A THREAT 
CTTY CAREER 

Substantial Income and capital 
gam for those- considering a 
career move within or into the 
fina ndal world. 

For information, «ll 

Sberiar Bradbury 
00 01-240 2717 (Office) 

MJ. GROUP 


INVESTMENT 
ADMINISTRATION 
MANAGER 
- REQUIRED 

tor small West-End Investment 
management company. The can- 
dUatB must be fluent fat French 
and Hindi or Gujeratt. have b&nk- 
Ing/in vestment beck office 
•xpwfence. be able to worfc wftft 
investment software and have 
OOOd interpersonal skills. 


I 












SPOT CABLE DEALER 

C.£55,000 

Our diem, one of die world's Top 10 banks with a wdi-estaMshed London presence, 
seeks a mature. higMynnodvated dealer with demonstrably strong technical skffls. to 
set up a profitable Cable desk in their well-equipped, active dealing room. 

To qualify as a credtole candidate, you should already have established a good 
track-record (at least 2 years) for trad tig Spot Cable in an active Inter bank dealing 
environment. andyoiB’ presentation wH be such as to enable you to fit comfortably into 
an Intensely professional and civilised team. 

In addition to a very competitive salary, ow cfient offers an excefient benefits package, 
including the usual mortgage subsidy, and an annual Bonus. If you wish to be 
considered for this outstanding opportunity, and you possess the ; necessary personal 
and profes s ional stalls, caR us. in confidence, on either 222-8866 or 222-3310 (24 hours}, 
or send a copy of your up-to-date CV to the address below, quot&rg ref. MSA8975. 


Td: 01-222 8866/3310 (24 hr?) 
F sc 01-233 0375 






ACCOUNT MANAGER 


itti i>:kii atiali Ma i 


CORPORATE BANKING GROGP 

Our cOant, a wefl respected and established Euro- 
pean Bank London Branch, is seeking a commercial 
or merchant baiter with sofid marketing experience 
to head up a team marketing to UK based cor- 
porates, industrial and financial institutions (LA’s) 
with a particular emphasis on property development 
finance, project finance plus a femffiarity with LBO 
and M80 transactions. Safety: £33,000 

Please write or speak to Shdto Jones 


PrenVer House 
TO Greycoat Ptace 
London SW1P1SB 


OLD BROAD STREET BUREAU LTD f| 

STAFF CONSULTANTS J=JJ= 

65 London WM, London BCZMSTU — — . 
Tot 01-588 3091. Fax O1-S08 9012 — 
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ANALYSIS PORTFOLIO 

MANAGEMENT LTD 
(A memberof IMRO) 

INVESTMENT MANAGER 

Analysis Portfolio Management Ltd, a . subsidiary of © 3^ 

Group Pic manages private client portfolios and lastitu . 
Pension funds. To support our continued ® c P ai ^ 0 ®^ n „_ rnrnt , n :? at ;nt y 
we require an investment manager with well developed comm ting 
sidik to join our gristing investment management team. 

The position will be based in the head- office at Ha 
attractive location offering immediate access to the Y orKsmre L/aies. 

Salary will be with experience with usual large company 

benefits including car. 

Please write with C.V. to Morris Osaras, 

Adada. St Pessonei Director, The Analysis Group He, 

Analysis Hone, 1 Park View, Harrogate HG1 SLY 


COMMERCIAL BANKING 


MANAGER 

CORPORATE MARKETING 

£40-45,000 

A substantial International bank has tatpetied a number of key sectors 

as possfcaitiea lor expansion. TbWBatelhe first phase of this wear® 

recaiitlng an experienced banker with a background in corporate 
credtt and maricaUng. FtwporwWe for estebtaMng the bank lna new . 
markeL the emphasis of the role wflf be on bustnen devatopmanL wSh 

support coming InWalyfttMntha existing iMiB8.»lollvadon,enthuaiaBm 
and Initiative are aB essential characteristics as Ms is a very 
competitive area, but the successful canddate must atoo be able to 
take an overview of the business as he&he wfll be in charge of 
expanding the unit as the business grows. The Soaly age range Is 28 to 
38, with academic quaHIcatlons to degree tamL 

For further information on this role please contact Jocelyn BoBon. 


DEPUTY HEAD 
LOAN SYNDICATION 
£30,000 

This is a small though est ab ft ah ed and highly profi ta ble Eoen 
syneficatton unt erfa mqfor international banking group- ns incroasing 
presence In the primary market acts as a oom p te i i wi t to taestnjdurad 
finandngeMch telhe mainstay of Its lending acMty. Prirnsrfy acting In 
a — a cioDaupport rota, you shooMhavetaeabiBy a nd confidence 
to take on early responstttty Aged 25-35, a formal aedft training Is a 
prarec^J3fe and writ be backed. Ideally, by syncfications experience. 
C ai Kfi da teswBh a more general corpor a te baridngback aro und up ta 
relationship management level wfl, how e v e r; abo be c ona k terad. 
Canddates should be qurffledto'A' Level standard or higher. 


rmfii il tin r inTnimnllnn on Ms mlnplnriini rmnlnrtl melli fhti u te j 


127 Cheapside 
London EC2V 6BU 
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Anderson , Squires 

Financial Recruitment Specialists 


7^ “ ' , . V* - - : . f: S' - • 


Telephone: 01-606 1706 
Telefax: 01-726 4031 

omt . 


CJA 


RECRUITMENT CONSULTANTS GROUP 

3 London Wall Buildings, London Wall, London BCBfVl 5PJ 
Te I: G1-5a3 3SBS □ r O 1 - S S B 3576 
Telex IMo. S37374 Fax No. 0 1-256 BSOI 



a md^ criMrtbuflon to profits. 

GERMAN EQUIT Y RES EARCH SALESPERSONS AND 


k 1 1 u r 1 ■ L • J k M R 1 • 1 1 J I i #^ 7 : 1 n i.T| I 


CITY EXTHEMELY COMPETITIVE PACKAGE 

' MAJOR GERMAN FINANCEHOUSE 

As part of our dienfs planned growth objective 'oftxiMng a global equities team through Die expansion of its successful 
team of specialist research and sales-traders, we invite applications from canctidates with a proven trading record and 
established institutional contacts. Experience In European or Far East markets wiU be essential. The product is research 
and price driven and our ctient plans to be market makers in aB major sectors. With a growing international presence 
providing support to salesmen, our cDenfs long-term commitment js unquestioned, Initial remuneration, dependent on 
experience and trading record, is negotiable by way of high basic salary and guaranteed bonus + car and bank benefits. 
For. this appointment we are particularly keen to hoar from can dida tes In strict confidence by telephone on 
01-628 0969 or attemativefy written applications quoting reference GERS22444/FT or IEST22444/FT will be fo rwarded 
unopened to our client unless you fist companies to which they should ncA.be sent to a covering letter marked for the 
attention of the Security Manager CJRA. . * 


3 LONDON WALL BUOJUNGS. LONDON WALL UMBOH EC2M 5PJ.mH’H0NE01-SM 3988 or 01-5883575. TOEC 887374. FAX: 01-256 8501. 


OPERATIONS MANAGER 


BRITISH & COMMONWEALTH 
MERCHANT BANK 

PLC 

British and Co mmonwealth Merch a nt B a nk PLC (BGMB) is the, wholly ownedjmgshagt banking 
subsidiary of British and Commonwealth Holdings PLC, one of the largest and most broadly based 
finanrial services groups within the United Kingdom. Hie Private Banking Division of the Merchant 


First class administrator for 
international consultancy firm 
c.£25,000 + car + benefits 


Bank provides a comprehensive, high quality service to clients. As part of a continuing programme 
of growth and enhancement to the range of services offered to ourprivate clients die ftivate Bank has a 
requirement for a: 


BANKING OPERATIONS MANAGER 

Who wilt’ 

• Report to the Director BCMB Private Bank 

• Be responsible for the full administration of all private client bank accounts, includ- 
ing cheque cards, credit cards, secured and unsecured lending and cashiering 

• Provide user input during the implementation of a new private hanking computer 
system 

• Manage a small team of banking operations staff 

• Have at least 5 years retail or private client banking experience with a UK merchant 
bank or the London branch of an overseas bank 

• Be aged 25-35 

• Be rewarded with a salary circa ^30,000 plus car and benefits 


Please apply in writing, in the strictest confidence, and include a fully detailed CV to: 

Michael Robinson 

British Sc Commonwealth Merchant Bank PLC 
66 Cannon Street 

London EC4N 6AE . . - 


flaw! 


Ota cEcat provides one off (he largest 
InvBBtmcnr Cooti»ltancy: Saeiiceafioc» 
expatriates. The firm has co nsnft a nfa In 11 
co untri es. It currently has of fices sp anning 
three c ontinents aaS^propoSfigTO 
farther offices Eastin ■ 

1989. It is a successful private company 
which has expanded rapidly in the seven- - 
years since it was established. . 

Reporting directly to the managing directory 
the a p pointee win be responsible for 
managing die a dnnnist iatiV B - aml 
support activities' of die firm’s worldwide - 
offices. Other respowaNfities indadethc 
co-onfination of marketmg,advextiaogand ' 
pubBc rela ti ons sad prov is io n of 
management infbmaticn to the directors. 
The Op erat i on s Manager will gnpportand 
m a nag e tbc administrative office team. This 
is c ur re ntly based in Central London bat 
one of die first responsibilities of die 


ap p< rfnte e will be to investigate smtable 
mow at the ad miimtiativ c oper a t io n. 

■ " weO-devrio^ied manaj ementy or ganisatio nal 
. md ad mini ri iaati yeskflls are 
.Suitable ca nd idates will probably be 
gradu ates, offering atJeast five years senior 


and financial services environment, 
preferably entailing dose involvement with 
sates/marfaetmg operations. 

It h intended that aH applications wffl be 
passed to our cfient and candidates should, 
therefore, in d i c ate any organisations which 
d^dojiot wish to conrider. 

FUI career details should be sent, in the first 
instance to Mike w«^ff>iM E en J quoting 
ret 2267. 


Peat Marwick McLintock 


Executive Selection and Search 

70 Fleet Street, London EC4Y iEU. 


Assistant Treasurer 

High level enby into dynamic multi-national 
Circa £30,000 + car + benefits London Based 


Our client is a weD known major B ritish 

multi-national group with extensive 

international interests in q number of related 
service sectors. 

A challenging o pportun ity has arisen for 
an Assistant Ttasorer to play a major role in the 
continuing development of the sophisticated and 
expanding Group Treasury Department. The 
successful candidate will be responsible for a 
wide range of treasury activities, indndmg global 
cash management and interest rate and foreign 
currency exposure hedging. 

Educated to degree level, and preferably 
with a further professional q ualifica tion, 
candidates are Kkely to be aged 28-33 with 2 to 
3 years experience hi the treasury function of a 
major multi- n ationa l company. 


Communication skills and a wiffingness to 
take lesponabifity wit hin an infor mal but 


An attractive r e mun e rati on package, 
indorihig a company car, is negotiable according 
to qualifications and experience. Performance 
will be rewarded and there are excellent 
op p o rtun ities for further career development. 

Confidential Reply Service: Please 
write with foil CV quoting re f erenc e 
332/ SCooyo ere gv eloy i r ^ Kstin ga eparate ly 
any c ompany to whom yea do not wish 
your details to be seat CVs will be for- 
warded dire c tly to car client, who will 
conduct the mini vie w s flisrim Barker 
Recruitment Limited, 30 F»^ri i^iAw« 
Street London EC4A4EA. 



Set up a Legal Function 

fora. 

Progressive International Bank 


Tb £50,000 + car 

This exceptional opportunity win appeal 
particular to a dynamic young Lawyer, late 
20's to mid 30's, seeking substantial . . 
intellectual challenge and diverse commercial 
involvement Prevtous banldng experience is 
not essential so for some there will be the 
added attraction of moving into the financial-, 
services sector. . * ■ 

A pers u a siv e qualified Lawyer, you will deliver 
high quality, cost effective Internal and 
external legal senrtoBS.Vlforicing proactively 
at a strategic level with th£ management •. 
team, you wHl review existing services, 
make recommendations and implement new 
polky. , 


Banking Benefits 

■ This British bank enjoys an excellent 
reputation for innovation and operates In 

' and investment sectors In 

the UK and Internationally. It is poised tor 
major initiatives which require an in-house 

UK’s leading SoHdtors and set new legal 
„ precedents. 

■ A generalist, rather than a specialist, vou win 

ir^udlng tond mawgement. corporate and 
F^ivatedient lending, property, employment 
tew and the Financial Services Act \bu will 
assess when to use externa! Sondtore. 
negotiate fees and provide quality control. 


Generous rewards Include car. mortgage ^bs^non-axitributoiy pension and other attractive 
banking benefits. A higher salary may be tonskteed forniore e^eriennd 
with highly relevant experience. Positive thinking and deds!re.youwBI waste na timein 
contacting Patrick FfiDL Director of Aston Zoraster limited, today on 0734-S66123. or writinn 

him. with foil CV. at Chesham House. ISO Regent Street, London W1R 3FA. wrran ^ ™ 





INTERNATIONAL SEARCH a SELECTION 
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FINAN CIAL TIMES WEDNESDAY JUNE 21 1989 

/ The LEK Partnership 


The LEK Partners! 
Started in 1383, t 
offices around the 
Copenhagen, with 


We are looking 
the opportunity 


a I ASSOCIATES IN CORPORATE 
GY CONSULTING (LONDON) 

fast growing international strategy consulting firm, 
pany now has just under 200 professionals In six 
• London, Boston, Sydney, Los Angeles, Munich and 
i office opening In the autumn of 1988. 

irch Assodatesfor our head offices in London, with 
i travel. 


As a member if email teams of highly motivated professionals. Research 
Associates assj* in the process of data gathering and analysis, leading to the 
formulation of /Motive strategies for our clients. 

Applicants shjuld have: 


* Univei 
' 1-2 yej 

* Good 


II 

The high stai 
remuneration, 
i an to htisiiBS! 

Mm 

curriculum 

vib 



i F 


* 

i I 1 


y education with an excellent academic record 

i'Jwrk experience 

aatitative and communication skills 

tiards required for acceptance are reflected in competitive 
fhe position is particularly attractive to someone who plans to 
[school In 2-3 years time, interested applicants should send a 

ato: i 

Sheila North (Ref: FT) 

Recruiting and Placement Administrator 
Tae LEK Partnership V ' 

The Adel phi -Building, •*'»■ 

1-11 John Adam Street, London WC2N 6BW 


1 1 u ni m JIMJ imii ^ 

I Senior Property Banker I 

1| £35,000-£S0,000 + Incentive Bonus + Car + Banking Benefits m 

Our client is a premier banking Institution. It has a long pedigree in property banking, with particular strengths in 
38 many "niche" markets alongside its mainstream activities, increasingly they are turning to more sophisticated S£jl 

capital markets products to fulfil their client's needs. 

life They now require an experienced and proven "deal doer" in the property market. Ideally this individual has worked 

553 extensively in a specialist property group within a bank; alternatively it is possible that they may be working as a jfcg 

Sk Chartered Surveyor or Accountant within a property company at present. Strong analytical skills are essential. wj 

agl combined with a degree of “entrepreneurial" flair. Preferred age is mid 30*s. 

w This is an opportunity to join a major player and work with a considerable degree of freedom in an organisation 

where property banking is a key part of overall business strategy, and a highly respected division of the bank. reS 


I 


I nt erested candidates should contact Kevin Byrne on 01-248 3653 (076382-728 evenings/weekends) or write, 
sending a detailed CV to the address below or use our confidential fax line on 01-2482814. 

All applications will be treated in the s trict est confidence. 


76. Watling Street. London EC4M 9BJ 


Tel: 01-248 3653 




CONSULTANTS IN RECRUITMENT 





jns Administration Manager 

rfkeld cl£X8^00 rising to £21,400 

t all pensioners live in Chelsea 


. At BT, we considerpur people to be one of ourmost 
vahable assets. Their sku ana dedication are a major force 
in cur success as a techncal leader in tdcaommunicarioiis, 
anqas such, we bdieW that they deserve the best deal 
posible, both while they’re employed at BT, and 


J Our PenshM 
administers two per 
230,000 e mp lo ye es 
pjfyroil in excess of i 
scheme has been ii 
members —a figure 
l We’re looking 
responsibility to a £ 
managing all admin! 
knd motivation of P 
be cruciaL Any chafe 


■ nistxatfoD - Centre (PAQ 
mes, maintaining records for 
DO pensioners... a pensioner 
>n every year. A new pension 
which already has 50,000 
naeasmg monthly. 
)fesaooaf enable of Caking 
the new scheme. ‘You’D be 
pect5,indudine the txahring 
it team leadership slrifls wm 
station or policy will involve 
S and impfa m wHju irfia*, and 
ith other BT umts on 


jyou ua mteiprct^ 1 ) analysis 

'you’ll also be Rising with other BT units on 

scheme is integrate! effectively 
ftnal syiem... the PAC environment is constantly 
changing, so y4ll need to be versatile as wdl as a sidOed 


manager. Together with solid pensions management 
experience, you’ll ideally possess a professional 
qualification. 

Controlling this new, fast-growing scheme means 


not only on-the-job, but also through fall management 
training Needless to say, we’re offering a. highly 
competitive salary and benefits package. 

lb find out more about this unique opportunity, 
contact I-aitric Yardky on 0246 213329, or send your full 
CV. to Marcia Sutton, British Telecom Management 
Recruitment Unit, 3rd Floor, Haddon House, 2-4 Rtzroy 
Street, London W1P SAD. 

British Telecom is an equal opportunity employer. 
Applications are welcome from all suitably qualified 
individuals irrespective of sex, racial origin or disability. 


British 

TELECOM 


General Manager 
(Finance) 

Marine Insurance 

CITY: Neg c. £40,000 + car 


This is a new post within a small thriving 
international insurance/reinsurance en- 
vironment 

It is also an exceptional career opportunity, 
not only to deputise for the General Manager 
but also to provide fresh impetus in financial 
management and policy, including relating 
reinsurance and finance issues, cash flow, 
and, with the support of outside advisers, 
investment strategy. Ybu will be supported 
by a qualified accountant and staff. There are 
positive prospects of future career 
progression within a few years. 


Aged 40 plus, entrepreneurial and a qualified 
accountant, you will have had direct experi- 
ence of insurance at senior management 
level, ideally in a small to medium sized 
London company. Man management, inter- 
personal skills and computer literacy 
essential. Shipping and reinsurance 
background highly desirable. 

Write in the first instance to Nigel Bastow, 
Ref NJB/FT/029, MSL Advertising, Recruit- 
ment Resources, 32 Aybrook Street, 
London WIM 3JL or telephone him on 
01-487 5000. 


Advertising 





othons SPECIALIST 


£HIGH 


Quotient is the UK subsidiary of one of the world's largest international banks. 

It vnoir expanding on an esta blis h e d position in the financial markets by creating a forward 
lotting proprietary trading unit. This unit will employ specialists in derivative products, 
trams options on a wide variety of markets, primarily bonds* equities and foreign exchange. 

T1 eweal candidate will have gained significant experience of working in an active arbitrage unit 
and jnust have a demonstrable and exemplary trading record in one or more of the above 
marfets. Candidates will be attracted by the challenge and the scope for development of this 
linri besides the high level of earnings potential, comprising high basic salaries and open ended 
bowses. 

Inteested, well qualified candidates, preferably educated to degree and/or MBA level, should 
appl in the first instance to Anthony Jsem ofTheJ&oget Parker. Organisation, f .imited, the, 
retaied consultants for this assignment. 


THE ROGER PARKER ORGANISATION LTD 


BOWL COURT, 231 SHOREDITCH HIGH ST REE T, LONDON El 6PJ. 
TEL: 01-247 7632. FAX: 01-247 1411 


Treasurer 


CENTRAL LONDON, C.£45,000 PLUS BONUS AND BANKING BENEFITS 


For a toodng UK finance house wNch 
potties a vide range of finance 
inducing leasing to consumecs and to 
business, wlh total assets at S3 bUon. 
The company now seeks on 
experienced Treasurer To esfabish and 
rnn a ceaM treasury funeflon. 

in Ns new post reporting to fte Deputy 
Managing Dtodor and tooting a 
smal team, you wl act as tie cento* 
beamier lor the operating dvlsions, 
patting storing toting tor their 
businesses. Ybu brief wBl be to monitor 


and mininnise We«s» rate exposure 
- and to Itind of oprimum cost A key 
member ofttre Asset and UabBly 
Committee, you wo advise group aid 
dntional management an tseaMy 
matters. 

too should have of lead fte yeast 
treasuy experience after in finmdol 
services or in a corporate teauw w#i 
an emphasis on daing money 
mortals and interest rate risk 
management Vbu shodd afco hov© an 
up to date knowledge of captofl 


mariod iratumenb. 

Msumfe please, inducflng a day time 
telephone number, to Robin Ateock 
quoting Bet RA573, Coopers a lybrand 
ExactAe Jtesouting Untied. 

Staley Home. 3 Noble Street, 
Landon,£C2V 7DQ. 



Executive 

Resourcing 


Coopers-? 

(‘vLybrari' 


iistant General Manager (Marketing) 

; Package c.£60k + car + benefits 


' Bac^byHambrmPIjCaadGwdri^ 

PawJmfSM jrftmftnm innnnnri mwlkw ie 
«■ 1988 stbelvgrat new life company ever 
bedmOmVK. Stmnrfy capitalised, ft has 
an i m p re s si ve start and is now poised to 
g to dtoribotin n capa bffit y rigrifi c antty . 

The compeay now needs tojrenrit an ACM 
Bring) to lead a small experienced team to 


qb. This post will report to fte Canal 
ger, who is responsible for the overall 

gotten! of the company, 
lira applicant will have a wide 


jaagnittoawiigaHstic approach to day to day 


faBxpwiflteirapofriir A to»gty.co raaK»cia l 
gptoackfresaentid-nceriBnictheomB need not 

wto- 

ThcJflboftraapth to tt wto toflBpoitMiy 

»join a soaB senior maBagemew Bara couamced 
to fte profitable grqwtfa of amqjor new co mpan y. 
It win he a mfaiykifr dtanengfag wnla with real 

laaqNCBtograwYilhtibecoinpBny. 

htoested^ « ca n «s hn w i i lw i a B .atfnti ng 
their CV, to Bra Gkn, Geaea! Manger, Hambro 
OnaRSn Assraacp pto, 41 TOner ffiU. Loodoa 
BC3NffiA i __ 


& 

AMBRO 

JARDIAN 


Personal 

Assistant 

(Commercial) 

Property Company - 
Continental Europe 
Division 

London 

To £45,000, Car, 
Excellent Benefits 


This pic is one of Europe’s foremost 
prop e rty and investment companies, with 
increasingly successful growth being 
achieved by the division responsible for 
operations in Continental Europe. It is run 
by the deputy chairman who now requires a 
commercial personal assistant. The role is 
wide and embraces appraisals, 
presentations, documentation progressing 
and close Balaon with joint venture partners, 
institntiona «nH local officers. Although 
pr io r property experience is not essential, 
the role demands commercial awareness, 
numeracy and outstanding communication 
skills, including fluency in French plus 
other languages. A graduate, aged 26-35 
with European work experience gained in a 
similarly professional environment — e.g. 
merchant banking, the law or accountancy - 
is sought The excellent salary reflects the 
' importance placed on the appointment and 
the outstanding personal qualities looked 
for at this exciting time. 

Mqiw or female candidates should submit in 
confidence a comprehensive c.v. or 
tel e p ho ne for a Personal History Form to, 
D.EJ. Ootway, Hoggett Bowers pic , 
1/2 Hanover Street, LONDON, WlR 9WB, 
01-734 6852, Fax: 01-734 3738, quoting 
Re£ H34001/FT. 


Hoggett Bowers 


BIRMINGHAM, BKSFOL CAMBRIDGE. CAHJOTT.T1HNBURGH, GLASGOW, LEEDS, 

IXWDGN,MANCHESIDt,NEWCASTli, NOTTINGHAM, SHEFFIELD, VVINDSOR 

A Member of Blue Arrow pic 


^ NalWmt f n temag onel Trust Corporation Group 

TRUST OFFICERS - 
CAYMAN ISLANDS 

NatWest International Trust Corporation is one 
of the largest Groups offering international 
Financial Services in a variety of jurisdictions. 

We wish to engage experienced TRUST 
OFFICERS for positions in the Cayman Islands. 

Applicants should have a minimum of five 
years* experience in trust administration and 
possess the Chartered Institute of Bankers 
Trustee Diploma, a Law Degree or the 
equivalent professional qualification. 

An attractive salary and tax-free compensation 
package will be offered to the successful 
candidates. 

Preliminary interviews will be held in the British 
Isles and interested parties should forward a 
full resume of education, qualifications and 
experience to: 

The Personnel Officer, 

NatWest 

International Trust 
Corporation (Services) Limited, 

11/13 Hfff Street, 

Douglas, 

Me of Man. 

AH applications will be treated in 
the strictest confidence. 
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SENIOR TRADING OPPORTUNITIES 


We are a major international American bank, with an undisputed record of success in its trading 
activities, who now seeks to expand its already experienced team. 


We currently have the following vacancies for highly motivated individuals > 


Interest Rate Risk Trader: The ideal cand idate will haveat least 3 to 5 years' experie nce in trading 
all instruments, including cash deposits, FRAs, Fuhiresand [RSinEMSand other currencies. He/ 
She will be totally conversant with all arbitrage techniques and will be used to running large 
positions. 


Sterling Interest Rate Risk Trader . It is necessary for the appropriate individual tq have 
extensive knowledge of Sterling Futures, FRAs and strip arbitrage# together with a knowledge 
of ail forms of short and long term interest rate risk instruments. Ideally this experi ence will be 
a minimum of 5 years trading in interest rate risk of which 3 years should preferably be in off 
balance sheet instruments. 


Both of these opportunities require someone with a proven track record and will, therefore, suit 
individuals who want to work in a dynamic environment and who are not risk averse. 


The remunera don package, indud ing banking benefits, will reflect the importance of these roles. 


Interested applicants should send fuU CVs, quoting ref PA622. to Portman Advertising. 25 Duke 
Street, London W1M5DA. All enquiries will be forwarded to our client 


ADVERTISING 


RESEARCH IDEAS 


\ 


FINANCIAL TIMES WHMESPAY JUNE 21 1989 


£25,000 to £100,000 


On behalf or several diems, major UK and US 
Investment Banks, we Invite approaches from 
established analysts with securities experience 
in: . 


Food Mazmfactaring 
Property 
Leisure 

Paper A Packaging 
Building & Contracting 
Pharmaceuticals 
Overseas Trading 
Conglomerates 


Whether you are actively looking for a move or 
simply wish to be kept informed of relevant 
situations in the future, we are pleased to advise 
you in confidence. Please contact William 
Dickms at 20 Cousin Lane, London EC4R 3TA. 
Telephone 01-236 7307. Fax 01-489 1130. 


STEPHENS ASSOCIATES 

SEARCH & SELECTION IN SECURITIES ft INVESTMENTS 


Stockbrokers 


Our client; an old established independant 
firm who believe that the clients needs are of 
paramount importance, and who have not 
forgotten the tradition of personal care and 
attention, are seeking experienced individuals 
or teams to play an integral role and contribute 
directly to*the firms business development in 
servicing private clients throughout the country. 

This combined with an efficient on-site back 
office system, will result in a combination of 
steady growth and a superb reputation. 

As a highly successful independant they can 
offer freedom from bureaucracy, total support 
of a caring and efficient team as well as 
high financial rewards and excellent long term 
career prospects. 

Contact Fetor W. Richmond in complete 

confidence on 0532 428842 or send a defatted 

c.v. to the address bekjw: 


PRIVATE 

CiENTS 


North 

w=.st 



PROVINCIAL HOUSE, 26 ALBION ST, 
LEEDS LSI 6HX. WEST YORKSHIRE 


unuon 

CHARLES 


-F1NAN5IAL- 

aecRunviENT 


* 

/ 


F& 




m 


TREASURY UK COPROBATE SALES COMM 

We rcenire a sales person whh solid experience in FX, Money Markets 
and related treasury products. Scffina to UK corporate and multi 
national companies, the wuccewfal candidate wfll have a good banking 
background and be able to fit into a hard workmt dedicated team 
environment. The position is with a major boose offering good propecta. 


UK EUROBOND SALES DM* - XSBJBM 

We have a number of vacancies for UK Eurobond Shies people with a 
minimum of three yean experience. With a strong diem base seffing to 
either UK institutions or banks, the rocoesaful candidates wiD be selling 
US Dollar and/or Sterling denominated bonds. Convertible e xperi en ce 
would be of use. The vacancies are within either new or gr ow in g 
departments with well known houses. 


m 


ENERGY FUTURES BROKER 

We have an interest Tor a Futures Desk Broker. With a minimum of 
three yean e x peri e nce and some mao manapmeot stab. Knowledge of 
NYMEX and 1PE a must, SIMEX mefiiL The position has mrilml 
prospects and salary. 


EUROBOND SALES CZ30JM9 - MBjM 

Thb position wiD appeal la people who have gamed 1-2 years sales 
experience and whilst smiting to develop their own chart base now wish 
to join a more forward looking company in order to inutiasc individual 


sales more rapidly. Specific regma wiD be Europe covering other France 
or Germany but Switzerland or Benelux will be < 


: co nsi dered. 


MONEY MARKET SALES CMUMfi-f NcgMfaMe 

On behalf of one of our clients, we are seeking an experi en ced 
individual with good management abBitiea to join this major bank. You 
will have at least 3 yean experience which will include a good 
knowledge of E.GPS. CDs, FJLNs eta. 


DES ANALVSTES PRANCA1SES 

M ..hM , ISMM 

Couramcnt nous avons besom urgent* des analtes qtri couipnoncni le 
lystcmc finance francais (ovee P experi e nce dc deux ans minimum). Vous 
devons d'etre tain all faut bilingue (d subnotions votre ‘C.V.’ si vous 
cue mime un Francais maternal). Cet emploi mi p er fa oBre le prestige, 
alors Pabilitc de bum communiqucr et travailkr ensemble avec Sea 
autres est nccessaire. 


MANAGES- UK CORPORATE MARKETING C3SJM + Bom 
O ur client. a major European Bank is currently recr ui t i ng for tins senior 
position. You wiD be marketing a full range of the Bank's s ervice s to 
middle market corporates. The ranphans will be on UK co mma cia l 
property transactions, trea sury, capital markets and M.B-Os. Suitable 
tanitiifaiBi will be Grads/ AC re calibre, aged 30-35 with at least 5 years 
p roven experience. 


SYNDICATION OFFICER CL K LV 

To work in the International Finance department of a major house, the 
responsible wiD be responsible far the implementation of loon 


syndication in the primary market and placement in the secondary 
market cavcrins continental Europe. Middle- East and 


et covering continental Europe. Middle- East and African countries, 
have atfeast three years relevant in depth experience. 


'MICHELANGELO RECRUITMENT 


The Hop_ Exchange, 24 Southwark Street, 


iSEI 

Tet 01-483 4645. 0296 572352. 0273 6*628* 
Fax: 01-378 0950 


COMMERCIAL 


DIRECTOR 


An Immediate opportunity has arisen for 
a highly ambitious and self motivated 
person with sound central London 
commercial experience to join a highly 
successful Mayfair practice primarily 
dealing with residential property. 


The position will involve setting up a new 
commercial department dealing with site 
and development acquisitions and sales 
and lettings. 


We are looking for someone of 
directorship calibre who is probably in a 
senior position within a West End firm 
and aiming to branch out into a position 
of challenge, higher financial benefits and 
imminent directorship status responsible 
for an entire commercial division. 


Write Box A 1273, Financial Times, 
One Southwark Bridge, London SE1 9HL 


SHIPPING FINANCE 


An experienced finance executive is required to join our 
team. Existing knowledge of the shipping industry is an 
advantage as well as proven ability in the structuring and 
implementation of loan and equity packages. 


The successful applicant can expect to attain a key role in 
the close-knit GPI organisation where we are experiencing 
substantial expansion in our Shipping Finance and 
investment activities. 


Salary will be commensurate with the experience of the 
applicant and the position includes the usual fringe 
benefits and an attractive incentive scheme. 


Applications in confidence to 

Rhys Thomas 

Gyilenhamrnar & Partners International Ltd 
3 Dean Trench Street 
London SWIP3HB 
or Telephone: 01-222 8151 


El ND? 


ENGLISH NATIONAL OPERA 


IHKHnOR OF DEVEUPRIHII 

Fflfldralslitg/Speiisarsfei 


One of the toy positions In the Senior Management of 
English National Opera becomes vacant In August. The • 
Development Director heads the Company^ thriving 
Development Department and is nraponslbfe to Ihe 
Managing Director for all fundraising activities of the 
Company, sponsorship and external business relations. 

The position requires considerable inter-personal, 
managerial and financial skids from a person thoroughly 
experienced in the commercial, business or fundraising 
worlds and one who is accustomed to working al the most 
senior management and board level. 

English National Opera is one of the most active 
opera companies in the world and Is at the centre of operatic 
life and activity in the UK and Europe. The Company 
employs over 600 full time staff and performs a fuB repertory 
of opera performances In a year round season at Its home, 
the London Coliseum. In recent years the Company has 
achieved acknowledged success both artistically and 
financially and the successful candidate wffl oversee. buHd 
on and further develop the private sector fundraising effort 
and organisation that in 1968V90 should achieve a target of 
over £1 .Tin. 

The salary wiH be negotiable and applications, 

which should be received by July 7, should be made in the 
first instance to the Director of Administration, 

English National Opera, London Coliseum, 

St MartnTs Lana, London WC2N4ES. 


AN EQUAL OPTOHTUNmESEMPLGYER 


/Private Client Stockbrokjng 

An opportunity for a limited number of 




Senior 


Stockbrokers 


presently generating in excess of 
£150,000 commission per annum 


Backed by oar new parent, the Bank of N.T Butterfield 
and Sod Ltd., we are engaged ia a major expansion of 
our private client division. We seek a limited number of 
highly motivated private client executives to join our 
management team. 

This is a challenging opportunity for individuals or 
small teams of professionals with a proven client base to 
join a well established and expanding organisation with 
international backing. 

For a confidential preliminary discussion, contact: 
Grant Hall, Chief Executive 


Seymour Pierce Butterfield Ltd. 

10 Old Jewry, London EC2R 8EA 
Tel: 01-628 4981 


PROPERTY 

DEVELOPMENT 

EXECUTIVE 


for 


EXPRESS OFFICES LIMITED 


Express Offices Limited la a growing property development company 
with a current canamiction programme of over £40 million. Expansion 
has created an opportunity ter a career orientated Individual. 


You will be Involved In all aspects of commercial property 
development including appraisals, acquisitions, monitoring and 
management of professional teams and projects. 


The position requires a conscientious, self-motivated 'individual 
preferably with appropriate business and/or surveying qualifications, 
able to effectively communicate with professional consultants, 
contractors, solicitors and accountants. 


Remuneration will consist of a competitive salary and a company car. 
Applicants are invttad to apply regardless of sex, marital status, race, 
age, nationality and disability. 


Please send CV to ; 


Express Offices Limited 
Emperor's Gate House 
3 E mperor's Gate 
London SW7 4HH 


Attn: Joe Crawley 
or call 01-244 8677 


CONFERENCE MANAGER 


Euromoney, the world's leading financial 
information company, is seeking to recruit a 
Conference Manager for its growing international 
conference business. 


This is primarily a Sales position for a competent 
marketer who will be required - to research, 
develop and sell international marketing services 
to senior personnel in financial institutions. 


Applications are invited from graduates aged 
25-35 with a sales background, a language ability, 
and experience within the . banking/financial 
sectors. The job will involve extensive overseas 
travel. An attractive remuneration package will be 
offered to the successful candidate. 


Please apply in writing to: Diane Chaplin, 
Director of Administration & Personnel, 
Euromoney Publications PLC, 

Nestor House, Playhouse Yard, London EC4V 
5EX 


Old established- London Branch of 
Major European bank 
seeks to recruit 


SPOT FOREX TRADERS 

at both 

CHIEF DEALER & SENIOR DEALER levels 
Candidates, likely to be in their late twenties/early 
thirties, will have several years experience trading 
major currencies in an active bank dealing 
environment 


Excellent prospects with a commensurate 
ijrrihwieratfoii .p^kagiilltiirdEtect the importance 
and potential further expansion attached to these 
positions. 

* Applications, together with comprehensive CV to: 
Box A1271, One Southwark Bridge, London SEI 9HL 


Mitsubishi Finance International 
Limited 


DATA ANAL 
OPE 


ji| 


■T/COMPUTER 

ATOR 


Mitsubishi Finance International Limited i{f the 
major securities and, investment banking aim of 
The Mitsubishi Bank, limited, principally 
concerned with the imderwrifog and marketiag of 
fixed-rate, floating rate and equity-related 
securities, and fund inanageoenL 


To compliment our research earn we require a 
Data Analyst/Computer Operator. The successful 
applicant will be responsible hr maintainin g and 
accessing various' databases, running programs 
and producing graphics for sveraJ publications 
on the international bond markets. 


The suitable applicant should hve experience of 
various databases, have a flair hr graphics and 
possess excellent verbal and numocal skills. ' 


Salaries will be negotiable accorthg to age and 
experience and benefits will be insistent with 
usual banking practice. 


Interested applicants should writ in strictest 
co^dra^ endo^ing a full C. V.to Aoette Woife, 
-Personnel Assistant^ M itsubisf -Finance 
International Ltd, I King Street, Logon EC2V 
8EB 


•1 


i 


INTERNATIONAL APPOINTMENTS 


Our european headquarters is seeking a bilingual person (French and Eng£& 
to be responsible for recruitment., could it be you ? 



>> 


PARK-] 


One of die wotkfs leading successful computer companies, we continue to expand while maintaining our k 
of youth: emphasis on the individual. To continue developing, we need to recruit Europe's best: working alongs, 
the Human Resources Manages; you will have total autonomy in exetrkthg your functions. As praticaliv 

tint— MHl fillafPMIH o wn On* «n UmaILiL _V 1_1 I - I 4*1 « *• • . 4 _ 



conditions and great scope for future promotion. 

Phase send your candidanire to ref N° A 243^9/HT to Critfere, 4 rue du G^nfiraHamezac, 75116 PARIS. 



Critene 





WORLD 

INTELLECTUAL 

PROPERTY 

ORGANIZATION 



ORGANISATION 
l MONDIALE 
DE LA 
' PROPREETE 
INT0XECTUELLE 


WIPO. a specialized agency of the United Nations, invitee 
i for flue post o£ 


applications 

Director, General AdraWstntJos PMdoa 
at its Headquarters in Geneva (Switzerland). : 


Main duties include supervisory responsibilities for personnel, 
computerization, buildings development!' and maintenance, 
translation, conference and travel services, printing, procurement and 
sales of publications. 


Attractive tax-free remuneration and frhtw n benefits c ommen surate 
with those duties. 


Candidates must have considerable f» p rai enec at senior level in 

peraonnd management and general administration, preferably in an 
international or multinational organization* an xxcc Qcni knowledge 
of En gli sh and French, and by under a ge of 55. 


Send detai l ed resume (with photograph), quoting reference D,GAD, 
within two weeks from the data of this advertisement to 
the Head. Personnel Section. . World Intellectual Property 
Organization. 34 chemin da Colondnttes, CH-12U Geneva 20 
(Switzerland), or Fax No. (4I-22/-733S428. 


IN ABU DHABI, UNITED ARABMRAI^as^ 


Job title 


juu uuc i . 

(I) Technical Manager (one) J 

Applicant should have a degree in Enemeeruw . 

Quail.) or equivalent, in addiitMa to 

Pipe E 

least 3 years of than mast be in man a; rr i B ; posts™ 1 ' 


at 


(2) Maintenance L 

Th* applicant should ha’va high school 
(Mech^/decL) - ElectixwnechScS^L^S?- 
toexperience in “goh 

Factories -not less than 7 years. w ■ “P* ^ 


^ othBr b *a»Sts shall be 
selected applicants (e.g. housing, car, tickets) 



include address, _ 
14 days from the 
address; 


xunr later on. Applicatiml 

.■apbon, 





ABU DHABI - ir a p 
FAX NO. 32S04 ABir 
PHABhUA^ U 



. W r 


5r- 

l r . -Oi 




' kre * 




S’ 




L ^-*- 





FINANCIAL TIMES WEDNESDAY JUNE 21 1989 


ante iwvrres bvu m wcb 
ORTBRODBENB 
HurniAitirs proposed 
* wSPy " acquisition or so 

PERCENT OP LUHGAN 
n »w i c 

The Monopolies and Mergers fin mm i a ^ 
would like to hear from any person or 
organisation with information or views on 
Brodnene Hartmann's proposed aondatUoa of 
50 percent ofLurgan Fibre Limited from Royal 
Packaging Industries Van Leer. 

HieCoinmfewtoa will be studying the cflfecta 
on competition, m the supply of moulded pulp 



notice » too* owes. pw« * See- 

Boo 48Q) of th* toedueney A* ram, m ■ 


*m* compos* reuimlMid a Cart Buy, g 
Orariftare Rome, Rearing RGi uGmum 
art on We pn — day. 8 July MB tar tea pur- 
pM* el haring laid bafara B « copy at the 
report prepared by Dm Administrative 
Receivers iBSr SaetaB « al M HU Act 
MO. 8 MongM eppetfOeg a commctML 




The Cc mmlBBfc m would like evidence in 

writing by Wed n e s day 28th June 1089 sent to:- 


Mooopdles and Mergers Commission. New 
Count, 48 Carey Street. London WC2A2JT 


COMPANY NOTICES 


RK3GS NATIONAL CORPORATION 
USD CT.M O.O OO 

FLOATWfi RATE SUBORDINATED MOTES DUE ISM 

In accordance with the provisions of the notes notes is hereby given 
that tor tea period 20 Juno 1069 to 20 September 1988 the notes wW 
carry a rate of Interoat of 9 per cant per annum with a coupon 
amountof USD 24&ST 

CHEMICAL BANK 
AS AGENT 


■t fw manig. OSnt emtton ara oahr ont- 

twawae 

(e) they haw Mand to me at Hm 
aum damn brio*, no War teas 
1300 bourn on T wttay . 4 July a*, 
written (Malta or te* date teay non 
ta be due la thus tram the nnnoami. 
and Mr ririme hew bom duty adma- 
M ondar te praririom ol Rite Xii of 
ttia kieot— y Rri— ItM; M 



UNITED STATES BANKRUPTCY COURT 
SOUTHERN DBSnUCT OP NEW YORK 


COLECO INDUSTRIES, INC* 
LAKESIDE INDUSTRIES, INC, wad 
BELCHOW A RICKIES COMPANY, 


In ProwwSinps For | 
A Reo^esisgtion ; 
Uedcr Otflptrf II ; 

Gssc Nos. 8S-B3SIS0? ! 
shroogftS-S-llSOT ' 
fcsdushe (P3AJ I 


NOTICE OF HEARING ON DEBTORS’ APPLICATION FOR APPROVAL OF (I) SALE OF SUBSTANTIALLY ALL OF THE DEBTORS’ ASSETS TO KIAC El A 

SUBSIDIARY OF HASBRO, BMC, AND (H) THE ASSUMPTION AND ASSIGNMENT OF CERTAIN EXECUTORY CONTRACTS IN CONNECTION WITH SAID SALS 

TO ALL PARTIES IN INTEREST: . 

FLEA5E TAKE NOTICE th— a famrmg wjQ bo bdd ea Mr 6, 1989 at £30 ml fibs "Hom-i Dttte") 1*®** *•* H— oarofafc Prudence B. Abram, Utrtcd Statro Bubramy Indue, in Room 617-1. Uoiud Suits Ss litre?' ^ Court. I Mini Mj 


PLEASE TAKE NOTICE thm* bmmtg «i!tbohd4eeiM r < I l989ai£30pm.(lb3 Kan* DWO ****** ** H— rafale Prudent* B. Abreas. Uwied SOW Bankruptcy Jadne. in Room 617-1. Honed Suits Banket?- r. Court. I Mini Mj-= 
Curiam Hnaaa. Oaa flewkeg M fob Ptaor, Wow Yen. New Yort on te Pofatoa' ap p fal itta teed Jar i X 1989 (the ~Appmttoa~) jtekh»s*aibomy far the Moon ton! sen manual an of rhe Debtor. lc hi lie il Crop i-.iuci 

a aliiiliry ef Hmtlu. lpo^ to — d dare of all fan p— — • *" t '~**"* ■" 1 me ropy of which is —Mud to ibe AppSmutn os Exhibit _ PuT;hk« Agrentirnl’i. -mJ 

aad atesa oonda necat«7eHteeUMEaaJ n SdMdole UUaXnl of il* Paichuc Asonacat. Tha Appbeadaa it an file in the oQlee o * foe (3oi of the Bankruptcy Ce—L Room 614. Umied States Custom House. Oar Btulmf Cfrcn. wa 
Fkxjr. New Yak. New York lOdM. »fare uiaay bo Ininm mi by ■"*»-— »~t panka dams aaaari Unin < « homa, ore copy my be obtained by e mme ti— Straoch A Sirood A Um. Attorneys far tec Dehors. m t Hjt.o.tt Sjuue. New s\..-v 
Nob York I00M, {212) 806S«M, Ana: Doom L Matted. 


i of a seed h*ac aad I 


Wearing BM UQ 



FOR SALE 

M CRANS MONTANA - SWITZERLAND One of the nteest 
summer et winter holiday resorts, with a good deal of 
sunshine, next to the golf course SPLENDID APARTMENTS OF 
2 , 312 . 6^2 ROOMS IN A HIGH STANDARD RESIDENCE Price: 
from SFR. 259"000 informations and visit, please contact 
REGIE DE LA RIVIERA SA 

Ay, du- Casino 32 - 1820 MONTREUX Tel. No - 21-06SLSR58 


BAJA, MEXICO 

NSW 2 bed , 2 bate villa. Ocean 
front Fantastic shopping, nigh- 
tlife. fishing, bullfights. Minute to 
San Diego, U8A border, Alrfllght 

and guide inducted. £3,000 par 

r 

Write: KANE, P-O. Box 5412. 
Oranga,CaRf. 92807 U.8A. 


ART GALLERIES 




(SOUTHERN) UHRED 


NOTICE » HEWeenr (WBt purvuteta Sso- 
acn n of mo I nu tcn c/ Ad taea, east a 
Maadno d te CnriMsof tha abowanmaad 
Comoany wri bs bald at Landon Chanmer ol 
Ooamacec, te Csaoen Straat London EC«i 
BAD an B» 28Bi day at June tea « u noon 
tor me purpooM taendona d in g acHan a 100 
and W1 ofcte said Act. M ta, 

1. Tha noteMdoa at a Uqridriar 

2. Tha apootomant of • Lkpddsttan 




paniad by Stetamante of ctaim. at tha 
n og ia i a rud Ones d tha Company, mtumad 
at Booth. Whha l Co, 1 Warttoba Ptaea. 
Cottar Lana, at Pate, London, EC4V 8AJ 
not tator far 4 pm. an dm teh day at Jana 

me. • 



Names is HEREBY QIVB1 ponrusnt to 8ao- 
Bon 48(2) ol tha taaohmney Ad (WS. M a 


■ham company tug bo hold at Cork Quay. B 
Orsyfrisrs Road, Rmtag Ret UQ at jam 
am on Wsdna a da y. 5 July tee tar tha pur- 



1200 nows on TueaOay, 4 Jdy teO, 
auteaa damns at the date Omy daiin 


socaon teOTW toSOKun c y Ad IBM, M 
CoBa Gaorua Wtamaan af Basel, WUta « 
Co, t Wardrobe ' PlaOa, Carter Lana. 8 l 
P aws. London EC«V 3AJ la goausod to ari 


mm 




t 


*mf may raanO n aWy rwjuhs. 

(tomd tte 12a. day or Jwm « 
Bf ordaraf 5m Board 


Ifta Esgtoaertog Omhc* aaneoiieas MM; 




Opport u nlttoa 
Burinaasaa For 


1450 51 CO 


am 48JI0 
tOOO 9X50 

moo 3X80 

USB 4800 


£10 par Stagte Cofumn cro atea 

(MaSOcna) 

AH prices e s c haln VAT 
Far Mbar dmafla write hr 




DBEOUFTtON OF PROPERTY TO 9E SOLD 

a Apaeate ariaihb i 11* mk bo H1AC of aihax a tMl y sS of tfae DcbtnYimets (fte “Aactf). IndnAx? osoag the Adds (as more fuSy d camb ad b dx Dsdne Apeemem) aie: 
fieri yppcrtytocmadia Fridas. VqmeaLuhichmwirtiafa Hod hne tel emmme buffing medm a vaadioifciag (mtory ofappromnlely 44^82 ignore feel totaled ea 14 me of laad.iopnhgi.iili 
all taarwa rawiannwrn, fianaea and penaiu rrlrrin g ta sack propertfa; 

Sobrtaatialy aB *ood and m a o i a «»ni l ita fluiSml pooita, ana mo ty. aafapatm aad rmr ootariata, rabies to cobm other itum inieamry permiaias to cer tain cmladwl produas 

OabteutisBy afl oqopwaa of every type raduriog myxoan sad Ho* moUmg la athaua , dn. matcrtal tendlioe equipment. wU y eqopmcnt. pasnmg cq n-pmrTU . office fumtture, openiiog wpr»Li=. 

mokh. Incta, tooling na « aad afl other aumpairni asad or earfid in the ouumkiu of (be Debtors' btaiam; 

SsbaauttaHy. sB wrviees marks, uadeaiaika, indc m, trade styles, potenu, copyritfas. logoa, trade scercU ud ocher taa-temri prop ert y rigbu indmBag «D rights to the names "C tiWn Iadutuiei. lac.’. 
“Sdthow A Mskter OanpavT sol “Lahedde bahmney toe." beejictoro tdamTto certain wetaded produos; 

The Debson' fShta mtetr the Aaignal Coauwsi as more Ariy captained bdoar; 

Certain pardase sad emoar otrfen; 

Accooatj roB ttmb ta other (hsa line spcciTicaSy eseteded (da -Aocaowa-); 

AocontiaR r ecord s aad ninmoi m forn mi ms mauu s itala sriahas to the (Mon* Itaiinrar 


i mutodcil produce); 


n asap rtnmi rn tbr oaiti c si i wnr data retaBag to the Detdors' baripcm 
tte” sad depodu 

her than thorn r tlaaac to (xctedod I — ■* - » 

, cate bdd by Cotaco LLK. fasc. 

iotas b c mcc rhe Debtors, Catena P ro teus , lac. tri A.T. Vasts ] 


SUMMARY OF TERMS OF PROPOSED SALS 


tea far the pmchsm of tha Asads. H1AC adfi pay the Debuses: 

Cmh m the mom of dteCa buIsob (la i . o aojoooi Mm (pha cate i i Uni t to Coteco U K. upuul to ttpqut qprengaab MJBMOOI; 

Cate for the payment of the D eb to r s' mmnuiy, ontirtamrmg pnspedhoa a e u o uui rmmhb aad oatwarrbng po*c-petitiea -fay-** recehable to be ddtnmal non— to a (arastda ta forth b Secuoo 
2fBtaXa) of the Pweh aac 


i (4JMOOOO) i 


Eztdba ’A" to da 
Certate loyalty pays 


i cate representing ■ tight ta paten* oaocpianer chare of the t 


[ Bom the bate Toy. Ud. Apt ww . 


i ante of Badxo, lac., euxosablc in oocrdaaco with dc terms of the Warn* Agreement rancid m 


■ pna to ml forth in Section X02(aX*n) and Aftkfc XI of the Purchase AgrocamM. 


am are to be add pmsoam lo II U.XC. 063. fa* and dear of aB I 


and pstnide for aay boss, the Debtor) tew t 
i teas far mid chin, ihe aarna oa white ft 




I to Seaton 2JN of the Pun h a m Ap w a ca c. H3AC swB am i 
aadtrabalercr theory cf tow ia ototioa to paodmt ammteel 
1 to Section 2X9 of the Pmchaoe Agmeama. 


liens, aad eocumbreaccs- Said faw , and aiO muHi to Ibe proceeds of the sale, witb ibe unc Tone, validiiy rod cITcci otuch they lud iuli': 

i the Debtors aad Ihe liman, or as rkhrtuimd by fWltm- order al the Banknnpcy Court. 

■btaiaed order of ihe Coon dtrecnog thai all portte or aadtics who assert hcaaagaina Ihe Assets serve aotioe to the mannrr ax forth below, of the dotlr.- udjuci cf (lor 

ey bold a Eea and Uk bmb for said ben rNobec of Ucn”V 

apii p niit to be raid nndcr tte Pwte as c Agrameat be davaai ta turaorer sradi property to H1AC upon ctoaag mith their licas. if any, ta aia^i r cf Llr Mir 

A to ouch amnmm an may be filed aad d etermin ed by farther order of the Baakrapiyc Coot. 

a 

ae *ad of ibe Debtoct, mdudiDg. srubow Imitation, dfa KnhAwm or "* J T anamg prior lo the OmiPK Due. product hjb-iuy cLums 

, dtoodbated er aaM fay dcOcmnpnor tothe dotoog Data or aaochoewtoeRi forth in SoeuoaXIM of the Pwrinsc Agreemoai. csoepi Uui HiaC »i 1I ite :,b ; i^= 


wbkh mo My tat forth ia S ee tm o Ml. 
Raforcaec teoold be amde to ihe Pwttes 


I of the traometioa ea or before iriy 17, 1887. If the Oosjag baa not occurred by July 17, 1989, either party as tecuame the Purchase AsroeamL Tbe Purchase Apcomi ioipw) o’J-er avivJii.ans 
mas aad the Appbcadoo far a more complete of tee turns of the Purchase Agreement, fachating certain asaomptioos oT ttoWaics by PutcbDen. iadcmiufidtioa pro.ir -as. ir.rcnece 

ASSUMPTION AND ASSIGNMENT OF EXECUTORY CONTRACTS 


f— fafal smimi tea Ameta am eartam ea oemory c ao rr a tj s wbkh (be Debtors ham attend to tranter pnrsarol to tee Pwchaae Agreement which are drfhwd in die AppbcaiioD aa tec Asstgacd Coouacu A bn of Asstfced Cxu-ccu eunsnily 
teapmed fay tUAC to i-*«ni la S c h ulte: 2jOI(aKrO Of tee Tan hen Apmaa. Id order to mater tele to tee Astagned Ceaimca, tee Debus tote ta tame the Aapxd Conaaos aad acO cad assign teen nghu (ImcnaJcr lo HIAC 
limaiinl in Tllil ant 365 of tee B an ta npuy Code: la HIAC has tee tight ta daagaate i em urn i as Animal C nmrvrm anytene poor lo the dosing oa tec Pmteaa: A^rcuuuu- If any additional coatruu ere >J desipuial. the 

Dcbtots wB aho sete aathortty m aamne aad nanano mid coeeacts apoa aa ■n~ T T~ >l ‘ —pr 1 *— «■"»■» .ppifa r iiw 

la ordta to h-*— tee proem, tec Debean ham ■*■«— < a court order d u Betki g eate tend pmty to tee Aaeignod Comractt to give notic e in the manner set forte bdow. of the asoteace of any default iatecf maottnry or othmnek 

■ad the dofim' awsmol briiasad to be a ce n mry toeare add ddaak (~N u « iw of Defanyy Any party to an Asai^ed Conuag who fitfla to Be a Notice of Dcfate a tire manner ml forth beiow wifl be forever bantd froci saSv^ucndy tasenoj 
dan or itrfrah aoder tea Aetencd Coonactt. 


tv D ob ton aad theComatetae i 
mtafy tee claim of ten Duh e on * n 

l,|_ .1 1__ s. . 1 s-q i t 

**n OK L KWfl icniflimgy am] 


PBPOSmON OF PROCEEDS 

The Dtetrei aad the rmmainir memmao dad approhaotdy SIS mdfiae af tee kTOk mb pro ce ed s will be raqoswd to mirfy rtafas of huihn l dri s and to care ezinfag dcfauki under tee Ampisd Comfbcu imctniug a S3 1 m'Jur. psy^n: u 
mtaty tee ctasm often Defacam' raa^or aecorod c re dhork The rr—intag paooaate maibiog Bom the Haabro mb tel be turned ore to rniwiwi for tee Commitiae sod (averted w an appeepoate mtcrtrt beuiag ererow oara:. These - r cn2.. aioti 
teth tee Debtom 1 r v—i-i^g tmeo, ted broad to had mi moM p tea of mcs ganisa ooB 10 bo derefopid aad filed fay tee Debtors and tee Cwiawrnrr as soon as pnenenbie. 

NOTXZ E FURTHER GIVEN teat ubpjtt ioa a to tee propomd sale. Notion of Drfbte and/or Nooccs of Liens, if any. ran tta to wntmg and (Bed with (he Cfcrk of die temkrapicy Caret, with a copy to the chambers of (he HcoouraMc 
fltd uui B. Abram, at tee (Jailed talks Ownai fl em t. State Floor; One Bawitag Green, New York. Now York 10004, aad a copy thereof servod ud CD tea Uniled Stales Trtrocc. ol tec United Stale Cnsiom Home. FiKh Flam. One Bom line 
Gsera. Now York. Now York 10004, 0) Snook A Snook te Lama, attorneys for the Primes, at 7 ll a aewer tpair. New York. New York 10004. Atm: Dental H. Golden. Esq., fid) Whitman te Ransom, auorncyi for Hasbro, lot _ a: 200 Port 
A venae, Near York. New York 10166. Atta i tabard N. Ifiot Em- W FUSp H. Waktokz, Esq- Hasbro, lac, 32 Wm 23rd Street. New Yort. New Vote 1 00 IQ, end (r) Jones. Day, Reave te Pogue, annnacys for tbe OilKul Cooraiaie of 
Uaaeeamd Qttem, 399 1 intagfiia Amre, New York. Now York 10022. Ann: Tnirean Eaq. not taler (ten 2dQ pa. oa Jaty 5. 1989; 

NOnCB B FUBTHER OVEN teat tea ribareiid heaene may be aCoorod ftem tone Ip time webow fwteer amice. 


I hcoetog omy be a fi Bo nu d fiom taac fa time wkhore father ounce. 


New York. Now Tori 
Jaoo 15. 1989 


BY ORDER OF THE COURT 


Chartered Eng ineers 


Dipakar DA Adoaoaya. M AMOMfog. S 
AH. HT Bate KJ B o eiun a. MAI BWdmrk BU 
Caaay,.JP Ctnpnma. CS Ghana. ECK CtiW. 
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TECHNOLOGY 


A taming point may 
have been reached in 
the long and unhappy 
history of attempts to 
instil a broad base of techno- 
logical skills into the of 
the British population. 

Proposals requiring for Hie 
first time that all pupils, from 
5 to is, in state schools in 
England and Wales be taught 
design and technology were 
published yesterday by a com* 
mittee of the National Curricu- 
lum Council. 

The proposals form part of 
the new national curriculum 
which is being phased into 
schools following last year’s 
Education Reform Act The act 
insisted that design and tech- 
nology form a compulsory sub- 
ject in primary and secondary 
schools in a bid to reverse 
what is seen as a century of 
neglect of practical skills by 
British education. 

The stakes could not be 
higher. As the committee 
points out in the report’s open- 
ing paragraph, pupils’ ability 
to learn how to design and 
make better products will be 
"an essential condition for the 
future prosperity of our bust 
ness and industry." 

This deliberately business- 
oriented language would have 
been unthinkable in an educa- 
tion report a mere half-dozen 
years ago. Yet it is by no 
m eans the only new ground 
broken by the committee, 
which was chaired by Lady 
Margaret Parkes. 

At the heart of its departure 
from British educational tradi- 
tion is the contention that all 
children must be assessed not 
just on what they know, but 
also on what they can do. 
"Although knowledge, skills 
and values are essential 
resources, it Is their applica- 
tion and use in relation to a 
partic ular design and technol- 
ogy task which is crucial," the 
report* argues. 

“Assessment, therefore, 
needs to be directed not -to 
knowledge, skills and values in 
isolation, but to their deploy- 
ment in action and interaction 
in the course of design and 
technological activity." 

Two groups of objectives, 
called “attainment targets”, 
are outlined for every child- 
The first deals with design 
and technology in general It is 
broken down into four constit- 
uents: identifying needs and 
opportunities for design and 
technological activities in a 
range of contexts, such as 
home, school recreation, com- 
munity, business and industry; 
generating a design proposal to 
meet these needs; working to a 
plan to implement that dgrig n 
and construct the outcome; 


What the average child should be taught 


How simple tools 
function and how 
to look after them 


• that goods and 
services are designed 
and made, distributed 
bought and sold 

• to explore and use 
materialsand 
components, to make 
things that move 


• to use tools 
intelligently and 
produce work skilfully 

• that advertising 
helps promote 
goods and services 


to select appropriate 
mechanisms to change 
one type of motion into 
another 

■ gears and c*anks/ 


• to combine graphic 
media to achieve £t 
desired effect 

• to prepare 3 simple 
business plan, 
including cash 
forecast and budget 

R how to control 
mechanisms 



At 7 years 



At 11 years 



At 14 years 


Sweeping the dust of neglect 
away from practical skills 

Ambitious proposals for the teaching of design and technology in 
UK state schools have just been published. David Thomas reports 


appraising the result 

Flesh is put on the bones 
through 10 attainment levels to 
measure progress and through 
descriptions of the pro- 
grammes of study. These speci- 
fications are the real meat of 
the committee's work and 
occupy more than half the 100- 
page report A few examples 
out of many hundreds are 
given in the dia gram 

The programmes of study 
are striking for setting out to 
place design and technology in 
the widest possible context 
Thus, while each study pro- 
gramme contains suggestions 
for what children of a given 
age should be taught about 
materials, tools, mechanisms, 
modelling and so on, it also 
includes elements on tin busi- 
ness and social backgrouzxls. 

Similarly, the committee 
says that design and technol- 
ogy must draw on activities 
normally associated with a 
range of other subjects, such as 
art business studies, computer 
studies and home economics. 
With the exception of art, 
schools will be free to merge 
the teaching of these other 
subjects into design and tech- 
nology. 

Information technology is 
tiie focus of the second pari of 


the committee's work, with 
part of the curriculum being 
dedicated to ensuring that all 
children can generate Ideas, 

hawrtto InfarmaHm a ra t 

real or imaginary situations. 

What Oris will maan in prac- 
tice is again spelt out in 
detailed lists of attainment tar- 
gets and study programmes. 
For instance, the average 
seven-year-old should be 
taught that “software can be 
used to store, modify and 
retrieve information in the 
form of text, numbers, images 
and sound.” The average 11- 
year-old will need to learn 
“how to expand and amend 
information in a computer 
database, how to access it and 
how to consider the correct- 
ness of the procedures which 
they have adopted by looking 
at the outcomes.” 

The stress on the practical 
nature of design and technol- 
ogy has forced the committee 
to think through how the com- 
pulsory testing of pupils - at 
seven, 11, 14 and 16 - should 
be carded out 

It argues that pupils should 
be assessed mainly through 
“whole tasks which pupils 
carry out in their dwrfg n and 
technology lessons.” These 
tasks would relate to one of the 


the contexts identified in the 
report: home, school recre- 
ation, community, business 
and industry. Designing a thea- 
tre set or a stage lighting sys- 
tem is cme example. Redesign- 
ing a community hall is 
another. 

At 16+ , the committee pro- 
poses a GGSE (General Certifi- 
cate of Secondary Education) 
in design and technology. This 
would include an extended 
project chosen by each pupil 
Similarly, the information 
technology studies would cul- 
minate in a GCSE in informa- 
tion systems. 

Lady Parkes’s committee is 
proud that its recommenda- 
tions would mean boys and 
girls receiving similar techno- 
logical tuition for the first 
time. “K will not be possible 
for pupils to satisfy the 
requirements of our attain- 
ment targets and pro gr a mmes 
of study by working in a nar- 
row vein of activities, eg boys 
working on mechanical and 

cmiH l niHJrmal tflflkft while gtria 

concentrate on catering and 
textile-related activities." 

But thw raises the spectre of 
resources, particularly in sin- 
gle sex schools. 

The committee's interim 
repeal, published in November, 


called for a big teacher retrain- 
ing programme, as well as for 
more spending on specialist 
accommodation and equip- 
ment, particularly microcom- 
puters. Kenneth Baker. Educa- 
tion Secretary, went no further 
yesterday than noting the com- 
mittee’s comments. 

The main doubts about the 
report are likely to centre not 
on its objectives, which are 
admirably bold, but on their 
practicality. Many schools are 
a long way from being ready to 
teach five, seven and 11-year- 
olds the design and technology 
study programmes in Septem- 
ber 1990, as proposed. 

Moreover, the report recom- 
mends that 11 to 14-year-olds 
should take design and tech- 
nology for two to four periods 
in a 40-period week, with 14 to 
16-year-olds devoting just two 
periods to the subject Will this 
be enou gh to deliver its ambi- 
tions a genda? 

The National Curriculum 
Council is looking for com- 
ments on the report by Septem- 
ber 22. It win supply free 
m piog in «mwTT quantities. 

* Design and Technology for 
Ages 5 to 16. National Cturicur 
him Council, 15/17 New Street, 
York YQ12RA. 


Electronic 
pain relief 

Ttffi UK resea r ch group 
C am bridge Conm a tte rtts (COL) 
has devel op ed a compact 
electronic pain reflef device 
which can be used tor sH 
■rinds of common. One 
ver si on Is lor women hi 
labour. 

The system, caUad Jtano*, 
wtil be available from Nene 
Management System* of 
Denham, Norioflc. It uses 
transcutaneous electrical 
nerve stimulation (Tens), 

which is well aa t abhe hed In 
the treatment of arthrWSf 
sdaHoa, eancer pah, spfaM 
Injuries and ne ur alg ia . R 
works by applying electrical 
Impulses via e l ectrod es 
pieced around the petal area 
and can eliminate the need 
for expensive and po te nt! pfl y 
addictive drugs. 

By nrinte&rfsfeg the 
olethunlui wffli a 
custaro-fntograted dreuft, CCL 
hes dev is ed e much more 
compact unB measuring only 
73 mm by SO mm by 23 mm 
and weighing 60 gms wffoout 
the battery. Xenos la more 
complex than existing 
systems, however, and a llow s 
a wide range of app Hoa dons 
to be programmed. Single 
and doitole channel units are 
available at £65.90 wd £85.90 

r espect iv ely . 

Both the feasAUy shady 
mid the design o( the 
obstetric version were funded 
by the UK Government. 


Small hall, big 
acoustics 

A SYSTEM which can adapt 
a hall’s acouad ca to suft 
affere nt types at perfor man ce 
lies been developed by 
Prtos ae n an Bus, a Dutch 
acousBc en gto esr ta g 
consultancy. 

. The development Is catted 
SIAP (System for Improved 
Acoustic Perfor ma nce) and 
a company of the same name 
In Udan win be marketing It 

Afl halls mottify the sound 
experienced by the audtowos. 
A fairly small hafl, which wffl 
allow a speaker to be beard 
clea rly, wH not produce the 
most pleasing result for a fufl 
symphony orcheetre. 

A fun, dramatic sound for 
the or ch e s tra normally needs 
a large haU so that Hie 
reverberation eftads ere 
increased. Thane effects are 
due to reflections at sound 
from the various surfaces. 

As Hie hall gels bigger, 
reflections take longer to 
reach toe aud ience end 
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reverberation Increases. 

SfAP can “imftate" a large 
had through the digits! 
processing of electrical 
signals costing from 
statoglealty placed 
mi crop hones- K does tills by 
feeding Wgh-guaflty 

loudspeakers wHh delayed 
sound, so as to increase 
reverberation In theatres and 
smaller halls. 

Each system Is designed 
to sutt the haU In which R wtil 
be Installed. The cost for a 
metflnflMlnd theatre is about 


Protecting sites 
from gas leaks 

THE DANGERS created by 
gases such as melh an e 
leaking toto buildings on 
former tandtiU sites can be 
reduced through a s e nd e e 
offered by tiie UK 
Government's Har well 
Laboratory. 

The Emergency Response 
Scheme, available around 
the dock, wID be provided 
by Ha rw e ll’s Envir onme ntal 
Safety Centre. 

The service wiB Inv estigat e 
problems In industrial 
commercial and leisure 
bufldkigs and will also cover 
developments close to 
tondtiDs that are still In use. 
tt wflf op er ate within 200 
aifles of Harwell using 
eana o r s and a tolo co m a Bnfc. 

An annual charge covers 
an Initial site visit. Installation 
of the Bnk, quarterly 
I m pac ti ons and up to tour 
eme r gency call-outs. 


US research 
spendi ng rises 

THE 100 biggest corporate 
spenders on research and 
development hi the US 
c on si der a bly Incr eas ed their 
outlay last year. 

According to Technical 


Insights (TQ, the New Jersey 

l^noiogf market research 
company, the expen diture 
of these companies Increased 
by 10.7 percent in 1888 to 
a total of $48Jbn. In 1987, 

the goto was oitiy tS per 
cent 

An Important factor wa* 
ft* efforts* computer and 
utimi naeeuficat* co mpute! 
to get new product* to 
rawheL 

71 produces an annual 
survey of (Ms topic for 
corporate executives to fl* 
Inside R&D nemlettor. it 
includes a "league table" of 
the top 10 spenders, which 
account for 44 per cant of the 
spending < A tiie top 100 group. 
General Motor* Is still in the 
lead, having spent $4.75be. 
IBM Is second, Ford third and 
AT&T fourth. 

Generally, computer 
companies have been moving 
up the 100 table. Sun 
Microsystems, for example, 
doubled H* R&D spending 
to 1888, Prime Computer was 
up by 59 per cent and Tandem 
by 55 per cent. 


More thw a 
token check 

THE DAY of the miner's brae* 
token, which is hung on a 
hook at the top of the shstt 
ami picked up at the end of 
the shift, may soon p ass . 

Hie tokens Indicate who 
Is oft sick and ensure that no 
miner Is left down the pft. but 
they can do little else. Now 
LogJca, the UK computer 
systems c onsu lt an cy. Is 
developing a system baaed 
on the use of machine- 
readable badg es . 

Cards (colHery a ttendance 
recording, deployment and 
safely system) allows 
computerised comparison 
of the day’s mannfog plan 
with what actually happens. 
Miners can be re ass ig n ed 
to fobs that match their aktita 
and training, via an electronic 
fink vrfiffi trebling records. 

At tiie end of eech shift. 
Cards wtil automatically 
inform tfm wages s y st e m of 
the detaUa of miners whose 
attendance and Job entered 
from the original plan. 

Afterw ards, the com pu ter ’s 
flexible reporting tecBMes 
enables focal managers to 
extract Information, tor 
exanqtie, on attendance, 
deployment and overtone. 


CONTACTS: Comtoridp* Consultants; 
UK. 0223 420024. SIAP: Tim Hrttwr- 
landa. 4132 64344 or bt London on 46S 
4040. Harwell: UK. 0235 2*141. Toctwrt- 
eai insights: US. (201) S6a 4744. Log- 
ics: London, 83T *111. 
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The International r 

Journal of 
TECHNOLOGY 
MANAGEMENT 

Articles from top level management and 
leading world researchers stress the practical 
aspects of solving engineering and 
technological business problems. Worldwide 
coverage with US, European and Japanese 
dominance. 

For Senior executives with responsibility for. 

* global technology/markets. 

* corporate strategy. 

* implications of new technology 

* acquisitions, joint ventures and alliances 

* technology transfer and licensing 

* legal and financial technology management. 

* innovation management, R&D, 
manufacturing and effective marketing. 

“ a widespread reputation for highly 
authoritative content” 
Management News (British Institute 
of Management) 

Published bi-monthly; Volume 4 (1989) : £ Stg. 
100.00 

The International Journal of 
COMPUTER APPLICATIONS 
IN TECHNOLOGY 

The official Journal of the International Network 
for Centres of Computer Applications (INCCA). 
Coverage includes: 

* the management of computer 
applications 

computer-integrated business 
expert systems 

office and factory automation 
software engineering and management 
human/computer interaction 
CAE, CIM, CAD/CAM and robotics 

Quarterly : Volume 2 (1989) ; £ Stg. 90.00 


Editorial St Advertising 
Information & Company 
Profiles to: 

Dr M Dorgham 
(F.T.21) 

Editor-m-Chief 
The Open University 
Milton Keynes 
MK7 6AA UK 
Fax No: 0908-653744 


For Subscription details 
contact: 


Inderscience Enterprises Ltd 
(F.T.21) 

World Trade Centre Budding 

C.P. 306 

CH - 1215 

Geneva 15 

Switzerland 


SOVIET ANGLO TECHNOLOGY LTD 

We have Soviet clients looking for European 
partners to develop the following projects. 

Ref: 8911 Reclamation of sunken wood 

from river bedsand sea shores. 

Ref: 8912 Joint venture in medical and 
veterinary diagnostics with 
subsequent production. 

Ref: 8913 Joint venture to produce 
ecologically clean 
supersonic washing machines. 

Ref; 8914 Sale of licence to produce 
magnetotransistor LSI 
CMOS devices. 

Ref: 8915 Joint venture to produce 

passenger/tourist submersibles. 

Ref: 8916 Installation for producing 

profiled products of aluminium 
alloys. 

Ref: 8917 Joint venture to develop 

aluminium silicate materials for 
cleaning natural and sewerage 
water 

Ref: 8918 Joint venture for the 

development of holographic 
installations. 

Ref: 8919 High Frequency ozone generator 

Ref: 8920 A package of inventions 

relating to extraction of ocean 
bed minerals 

30 Monkspath Business Park, Solihull, 

II fast Midlands B90 4NZ, England 
Telephone (021) 7 45 9 111, Telex 335307, 

Fax (021) 744 9744 


HIGH GROWTH INNOVATIVE 
ENTERPRISES? 
STRATEGIC AL LIANC ES? 
LICENSING OFFERS? 

START WITH INITIATIVE EUROPE 
MONITOR 

fa 

The bi-monthly business journal. £350 per annum. 
For FREE SAMPLE COPY contact Antonia miUea, 
Initiative Europe, 

71 Bondway. London SW8 ISQ. Tel 01-735 9838 


EUROPEAN 
CAVEATS LTD 

Computer searching and monitoring service 
in respect of European, patents and 
applications. 

5 Quality Court. Chancery Lane, London WC2 A1HZ. 
Tel: 01-405 0010, Fax. 01-430 2262 


OFFERS ARE INVITED FOR AN 
IMPORTANT ARCHIVE OF THE LATEST 

UNITED STAT ES 
GOVERNMENT SCIENTIFIC &. 
TECHNICAL RESEARCH DATA 

Comprising some 3MMM0 TECHNI CAL R EPORTS from UNITED 
STATES GOVERNMENT AGENCIES and their contractors; 
includes about 15% input from authoritative non-US sources- The 
documents wore issued from January 1984 to dale. The archive 
represents the collated results of raolti-billkHi dollar research 
funding. P re sent e d on standar d 98-frame microfiche. Full printed 
indexes will be supplied; m a chine readable indexes available. 
Contributors include afl major US Government ag e ncies: Defence 
(air, land, seal Energy, Environment (EPA), Health, Transportation, 
NASA. NIOSH, Bureau of Standards, Office of Technology 
Assessment, and hundreds mote. Facility of continued updating in 
future years may be negotiable. OF INTEREST TO 
GOVERNMENTS. NATIONAL LIBRARIES, MAJOR 
INDUSTRIAL/RESEARCH ORGANIZATIONS and 
UNIVERSITIES. 

Farther Information from Box A1274. Financial Times, 

One Southwark Bridge. London SE1 9BL 


CHANCERY TRADE 

M ARKS 

Worldwide research, registration and 
protection of trade marks and service marks. 

Chancery House, 40a Castle Street, 
Guildford GUI 3UQ. 

Tel: (0483) 60543, Fax; (0483) 506295 


FOR SALE 

EXCLUSIVE PATENT RIGHTS ON ALLOY 
‘FLOATING POLE* 

£30,000 

CONTACT GEOFF HYDE 0742-442896 


THERMAL INSULATION/ 
BUILDING MATERIAL ADDITIVE* 
- Requires marketing and production. 
Patented design for sale. 

Write Box F8912JmandaJ 'Ernes, 

One Southwark Bridge, LondotLSW 1 9LH. 


Licence For Sale 

for manufacture of electric working 
bending-machine for metals in all measurements. 
Useful for various branches of industry. 

Write Box A 1262, Financial Times, One Southwark Bridge, 
London SE1 9HL 


FORMAL METHODS JOURNAL 
Quafr. cweriqft irfrranucri md a^ nei 
and m d ww l a gj gi for dvKkqwt UgMo- 

(npectilly Mie lj -critical) 
eanponr control lyaumft. Include, 
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VBMBR auere pnxaw r (Dnt with fiw- 
nd praaO- SaM. UK ffin owran 
tef* taw oT VoJ iinadtecu of 
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Matching 
know-how 
to know-who 

Does your technology have a market? 

The Financial Times is pleased to announce 
the launch of the FT Technology Market on 
Wednesday, 14 June 1989. Tins will be 
initially a half-page of advertising far buyers 
and sellers of new technology. 

This new service is a natural evolution of our 
Technology Page editorial coverage which 
has been established for over 20 years. 

If you need a market for your new tech- 
nology or new technology for your market 
the Technology Market provides you with 
the ideal advertising opportunity 

For further information and a copy of our 
Technology Market brochure, please contact 

Antony Carbonari on 01-873 3412 or 
Michael Rowlands on 01-873 3349 


FINANCIAL TIMES 

EUROPE 5 BUSINESS NEWSPAPER 


Number One Southwark Bridge, London SEl 9HL 
Telephone: 01-873 3000 
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It’s extraordinary’ that no drie else has 
ever done it . before, but Priee:. Wat^house have 
developed a unique computer storage ^steiri for 
the most important of their tax dase histories, 
going back more than 20 years. \ 

All 30,000 of them. , ' 

; / Galled Topwatch, it preserves the anonymity 
of each client whilst providing an iE^u^le ^nd 
speedy source of precedent. {•; 


It’s a source that, at one time, would have 
needed sifting through by hand. Indeed, in other 
organisations ir still is. : ; ■-■■- 

And with the whole tedious business taking 
anything from hours to weeks, you could have 
found valuable time being wasted in the middle 
of an important deal. But not with Topwatch. 

Thanks to Price Waterhouses commitment 
to investing in new technology, the relevant case 


histories can be found in a matter of seconds. 

Which means, when it comes to assessing 
complex tax issues, the Price Waterhouse tax 
adviser has a head start. 

Ian Vaile can introduce you to one of our 
Tax consultants at any one of 17 Price Waterhouse 
offices. Call him on 01-378 8012. 

Price Waterhouse 


INTERNATIONAL TAX ANDTRADE. INTERNATIONAL EXECimVETAX.TAXINVESTIGATIONS -RELOCATION. FINANCIALRISK MANAGEMENT. PHOFITIMPROVEMENTAPcDCOSTREDUCTlON 


o TROUBLED- BUSINESS ADVISORY SRi5 VICES© SYSTEMS DEVELOPMENT SERVICES © FINANCIAL MAN AG EM ENT* TOTAL QUALITY* STRATEGIC CONSULTANCY ©COMPUTERISED INFORMATION SYSTEMS SECURITY* MARKETING • LOGISTICS AND DJSTRIBUTIONoTRAINING e 
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FT LAW 


Unauthorised insurer is 
liable for claims 


not 


RE CAVALIER INSURANCE 
CO LTD 

Chancery Division: Mr Justice 
K nox: M a y 25 1989 

STATUTORY prohibition on 
the unauthorised performance 
by an insurer of a particu l ar 
r.fasa of insurance contract 
renders the contract raid and 
illegal, and the Innocent 
Siraored. though entitled to the 
return of Ms premium*, can- 
not recover Barter the policy, 

Mr Justice Knox so held on a 
summons by Mr J-L-P. Pope, 
the liquidator of Cavalier 
Insurance Co Ltd, far direc- 
tions aa to the conduct at the 
liquidation. The three respon- 
dents were represen t atives of 
trade creditors and of the 
insured, and an insurance mar- 
keting company, Multi-Guaran- 
tee Insurance Co Ltd. 

Section 2(1) of the Insurance 
Companies Act 1974 provides: 
"No person shall cany on in 
Great Britain insurance busi- 
ness at s class relevant for the 
purposes of this Part of this 
Act . . . other than ... a 
body corporate which is 
authorised ... to carry on 

bUSlneS8 Of that claws . . , * 

MR JUSTICE KNOX said that 
Cavalier provided extended 
warranty insurance covering 
repairs ami replacement costs 
of heating phnnMng and elec- 
trical systems, and of electrical 

a ppHiHi«B« . 

In February 1973 It agreed to 
give retrospective cover to Jan- 
uary Z MB «* ortaHng pnlfetm 
marketed by MuM4Bnarantee 
through retailers, and to write 
fresh domestic appliance 
extended warranty business 
promoted by MulttGuarantee. 

Cavalier received over Sim 
of premium income front MuL 
OrGuarantee. 

On June 27 1983 Multi-Guar- 
antee was ordered to be wound 
up Ire the court. A petition to 
wind up Cavalier was pres- 
ented on December 6, and Mr 
Pope was appointed liquidator. 

The great balk of the 
extended warranty insurance 
policies issued by Cavalier 
were issued before June 1988. 
Although some claims ware 
made under the potictaa they 
woe relatively raw and even 
fewer were settled by Cavalier. 

The liquidator applied to the 
court for directions, raising 
inter aSa two questions: Hist, 
whether he might properly 
«i«iai with rfwfawa in the liquida- 
tion on the footing that Qrea- 
liar was never authorised to 


write extended warranty poli- 
cies; and second, whether If 
Cavalier never had such 
authority, he might properly 
admit proof from extended 
warranty policyholders in 
respect of premiums paid. 

Cavalier was authorised 
under the Insurance Compa- 
nies Act 1974, to carry on 
insurance business of a dass 
called in that Act "property 
In sur a nce business," defined as 
the business of effecting- and 
carrying out contracts of insur- 
ance against risks of loss of or 
damage to material property. 

The 1974 Act was amended 
by the Insurance Companies 
(Classes of General Business) 
Regulations, made pursuant to 
section 2 of the European Com- 
munities Act 1972, and having 
the force of statute . The JLegu- 
ifltiww in trod u ced a 
classification of insurance 
business, in 17 classes. 

Class 8 was insurance 
against loss of or damage to 
property due to "fire, explo- 
sion, storm ..." Class 9 was 

Inimraniap w galnirt loss Of nr 

damage to prop ert y due to hall 
or frost or any event “other 
H«m those mentioned in 
a’ Class 16 was miscellaneous 

Kiwnria l lon g fririmHwg rfafr y nf 
lmmranwt business not faFHwg 
within "some other class." 

After the 17-fold classifica- 
tion under the 1977 Regula- 
tions came into force an Janu- 
ary 1 1978 Cavalier was 
authorised to carry on business 

under classes 7 (fends in tran- 
sit], 8 and 9. 

The first question was 
whether Cavalier was author- 
ised to effect and carry out the 
extended w ar r anty insurance 
business. That tuned on 
whether the contracts were 
within class 9 or dass 16. tt 
they were within the farmer. 
Cavalier was authorised; if 
within the latter, it was not 

Primarily the question was 
whether insurance against the 
costs of Labour repairs and 
replacement parts in the event 
of electrical or mechanical fail- 
ure or breakdown of an 
insured appliance was, on its 
true construction, insurance 
a gainst "loss of OF daw na g s to" 
tiie appliance due to an event 
other than those mentioned in 
class 8 (fire, explosion, 
storm . . . )u 

ft was not First, "loss of* 
was ciaaVty to ap propriate to 
malfunction. The important 
word was "damage." Taken by 
Itself ■ftowBw * was accepte d 
as having a primary usual 


meaning of physical impair- 
ment by an external cause. 

Mr Pickering for the insured 
argued that a part of an appli- 
ance that had broken down 
could perfectly well be 
described as a damaged part. 

That left out of account that 
ft was not just loss or or dam- 
age to the prop e r ty , but loss of 
or damage to property "due to 
events." The combination of 
the use of “loss of or damage 
to" and the inclusion of an 
event in the definition strongly 
pointed to the primary mean- 
ing as being the intended 
meaning. 

As Cava Tier was not author- 
ised to write extended war- 
ranty insurance policies, the 
second question was whether 
the insured were precluded 
through from wairfnp 

dolma against the liquidator. 

In Phoenix General Insur- 
ance of Greece o Halvanon 
[l 98% 1 QB 2161 obiter dicta of 
the Court of Appeal were 
directly in point, and were 
deserving of the highest 


there Lord Justice Kerr said 
that prohibition in the 1974 Act 
was not limited to the business 
of "effecting contracts of insur- 
ance” but wtewtal to the busi- 
ness of "carrying out contracts 
of insurance." The effect was 
that contracts made without 
authorisation were prohibited 
by necessary implication and 
therefore void. 

Once performance was 
expressly forbidden it was for- 
bidden, and the fact that the 
other party did not come 
within the prohibition because 
he contracted otherwise than 
by_way at business made no 

Mr Pickering veiled an Arch- 
botdsfmi] 1QB374, 387. 

There Lord Justice Pearce 
said that where one party was 
ignorant of a fact that would 
make performance Illegal, he 
did not fed compelled to con- 
clude that the contract was 
illegal so as to debar the inno- 
cent party from relief. He said 
so unsatisfactory a conclusion 
would "injure the innocent, 
benefit the guilty, and put a 
premium on deceit." 

That undesirable con d usinn 
of debarring an >«"««"* from 
c o ntra ct u al relief was inescap- 
able if the cou rt decided there 
was a specific statutory prohi- 
bition on p e rfor mance of the 
contract. The difference 
resided in the fftoggHty being 
coflateral to the contract. 

Mr Pickering sought to zdy 


on an implied term or war- 
ranty that Cavalier would per- 
form the insurance contracts 
lawfully. That which was pro- 
hibited could not be enforced 
directly or indirectly. The 
implication of the proposed 
term imwnwl indistinguishable 
from indirect enforcement 

The last issue was whether 
the insured could recover their 
premiums, on the basis that 
they were paid for a consider- 
ation which wholly foiled. 
They had no knowledge or 
notice of the illegality, and 
were not personally involved 
in any offence or moral turpi- 
tude. 

In general the test to deter- 
mine whether a plaintiff could 
recover money paid pursuant 
to a transaction affected by 
illegality, was to ask whether 
he had to set up the illegal 
transaction to establish bis 
cause of action for recovery. 

ft that was a universal limit 
to the right of recovery, the 
present insured would falL 

There was, however, an 
exception to the general rale, 
which applied where the par- 
ties were not in pari delicto. 
The Innocent party could 
recover notwithstanding that 
the flfeg ai transaction find to 
be pleaded to establish his 
cause of action. 

In the present case where 
the statutory duty was exclu- 
sively on the Insurer for the 
protection of insured persons, 
and the insured had no reason 
to suspect he was being asked 
to enter into a void contract, 
the dt ww wtmmii amply justi- 
fied treating the Insured as not 
equally denebud as 
entitled to recover the prend- 
nrn*. Accordingly, the liquida- 
tor could properly deal with 
fftemn fa tpit liq uidation «i the 
footing that Cavalier was never 
authorised to write extended 
warranty poUdes; and he could 
properly admit proof from 
wttauM warranty policyhold- 
ers in respect of premiums 
paid. 

Far the Utpridatan John Brisby 
(Booth & Blackwell). 

For the trade creditors: Nicholas 
Legh-Janes QC and DP Joseph 
(Tracers Smith Br a it h w ai te & 
Go). 

For the hound: Murray Picker- 
ing QC and David C Owen (TA 
Caprim & Co, Grays). 

For MuI&Quarantee: Elizabeth 
QtosterQC (Gifford Gurnee). 

Rachel Davies 

Barrister 
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TO A WORLD' 
FERULE 
HEALTHY 
BOUNTIFUL GRO 


--.I ':V.\ 


Seeds and products for crop protection and development, biotechnologies to protect 
plants, improved varieties for new perspectives in life; Through research Rhone-Poulenc develops 
new specialities which make this world healthier and more fertile. 








To buy a home in Paris, 
you needn’t speak 
one word of French. 


Just say Wimpey. As one of the UKb 
leading builders, we speak your language. 
Which means we can sort out all 
the financial and legs] aspects of ^ 
your purchase and help you move \! 
abroad quickly and easily. F 

As well as this, buying from J ~ 
Wimpey gives you an inherent # \: 
guarantee of quality. You can count y /N 
on us to select superb locations, use 
first-class materials and employ /J 
craftsmen who work to the highest /Jf 
standards. .f\ 

Our name is your guarantee, 
whether you’re buying a house here / 
in the UK or abroad. You’ll find the word 
Wimpey means the best - in any language. 

For more information on our numerous 
developments in the Ptiris region, contact 
Christine Anderson on 031-339-1934 
during office hours. 
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MANAGEMENT 


A t the Mecca of the 
world household 
appliances industry, 
the annual Domo- 
technka trade fair in Cologne, 
Electrolux this year launched a 
sophisticated new fridge- 
freezer, the “Quattro 500”, with 
several temperature zones for 
storing different types of food, 
including fresh chilled pro- 
duce. 

Under the leadership of 
Heikki Takanen, a Finn based 
in Stockholm, the product was 
designed and developed for 
‘‘global" markets by a multidis- 
ciplinary task force from 
Europe and the United States, 
meeting sometimes on one aide 
of the Atlantic, sometimes on 
the other. Much of the design 
work was done in Italy, but the 
product was engineered in Fin- 
land with Swedish assistance, 
and with particular marketing 
input from Britain. Initial pro- 
duction is in Finland, but if the 
Quattro 500 is as successful as 
Electrolux hopes, it may also 
be manufactured in the United 
States. 

"This approach must become 
a model for the future,” says 
Takanen. “We not only want to 
create common projects that 
span several units, but a pro- 
cess that allows responsibili- 
ties to be transferred between 
them as the projects develop.” 

Electrolux's ability to man- 
age the development process 
with this sort of flexibility will 
be vital for its future survival, 
as it shifts from its traditional 
acquisition-led expansion to 
internally-generated growth. 

In this process of “organisa- 
tional high-tech”, as he calls it, 
Takanen has a vital role to 
play- For he is one of only 
three International “product 
area managers” (product and 
manufacturing co-ordinators) 
within Electrolux's Skr 30.4 bn 
(£2 -95 bn) “major appliances 
product line" (white goods divi- 
sion), which has 43 factories in 
15 countries on two continents. 
As the group’s “Mr Cold”, 
responsible for refrigerators 
and freezers, Takanen spends 
at least half his working year 
commuting between Stock- 
holm and the 13 factories for 
which he is responsible. His 
two colleagues, one responsible 
for “hot” products, the other 
for “ wet" , are similarly peripa- 
tetic. 

A parallel marketing co-ordi- 
nation staff, under an I talian 
for Europe and a Swede for the 
rest of the world, is equally 
thinly stretched; its remit 
spans 135 sales companies in 40 
countries. 

The extreme teannp&a of this 
co-ordination effort, and the 
considerable pressures it cre- 
ates for Heikki Takanen and 


‘An impossible organisation, 
but the only one that works’ 

Continuing his series, Christopher Lorenz examines how Electrolux is trying to 
reconcile the need to decentralise yet co-ordinate its domestic appliance companies 


his colleagues, is just one of 
many striking facets of the 
multidimensional structure 
into which Electrolux has grad- 
ually divided its white goods 
operations since the mid-1980s. 

The process began in earnest 
in 19S4, when It suddenly 
started to transform itself into 
a significant multinational 
through a spate of major for- 
eign acquisitions: first Zanussi 
in Italy; then White. America's 
third largest major appliances 
maker, in 1986; then Thorn- 
EMI’s UK appliances interests. 
In 1987; Corbero/Domar in 
Spain last year; and finally (for 
the moment) part of the Bude- 
rus group's West German 
interests last month. 

The white goods structure, 
which is still evolving in some- 
thing of a trial-and-error fash- 
ion as Electrolux adjusts to 
chaneinK circumstances — and 
internal co nflic ts - has been 
dubbed by one of its own archi- 
tects. product line head Leif 
Johansson, as “a quite impossi- 
ble organisation, but the only 
one that will work.” 

Johansson is the first to 
admi t that “if you ask me who 
takes the decisions. It’s not at 
all clear”. Echoing the con- 
stant comment of all 
long-standing Electrolux man- 
agers that people matter much 
more than structure, he says 
“the organisation only works 
provided the people Involved 
want it to." 

Its senior managers certainly 
need to be extraordinarily will- 
ing and able to communicate 
openly, informally and con- 
stantly - and to tolerate ambi- 
guity. Not everyone In the 
white goods companies 
acquired by Electrolux in 
recent years fits easily into 
this style of management, espe- 
cially those itaiiflTiH and Ameri- 
cans who are used to more 
hierarchical relationships. 

Depending on how one 
defines it, the product line's 
structure is either three or 
four-dimensional — at least 
one dimension more than in 
most other parts of the com- 
pany. This would be more than 
enough to make most compa- 
nies blanch. Yet there is con- 
siderable logic to it 

Unlike the simpler matrices 


THE BIRTH OF A 
TRANS NATIONAL* 





national accounts for which 
each country manager Is 


Striving for balance 

In the muKi-iflmenslonal structure of the while goods product Hite, says Ha head, Lett Johansson (left), “H is not at aH dear who takes the decMem." 
The effectiveness of foe system redes heavily on the tact and co-ordination skills of peripatetic “product area managers" such as Heikki Takanen 


introduced by many long-estab- 
lished multinationals which 
are now trying to coordinate 
themselves on a “global” baste 
- such as Philips, the Dutch 
electronics group - the bal- 
ance of power within Electro- 
lux's white goods business has 
not been wrenched away com- 
pletely either from powerful 
country managers or from 
decentralised business units, 
towards an international prod- 
uct division. 

Instead the Swedish com- 
pany has tried from the 
moment it went multinational 
to strike a fine - and very 
difficult - balance between ail 
three of these approaches. The 
result in white goods (and to a 
lesser extent in two or three 
other product hues) is a matrix 
structure which, more than 
most, “is by definition an 
organisation with built-in con- 
flicts,” in the words of Berth 
Ljungquist, until recently Elec- 
trolux's administration direc- 
tor, and now responsible for 
senior executive planning. 

T he thinking be hind the 
white goods structure, 
and its complexity, rest 
on a principle which is at the 
core of Electrolux’s corporate 
heart, and of its ability to 
understand and control Its 23 
very diverse product lines - of 
which white goods is by for the 
largest and most complicated. 

As the group has grown rap- 
idly through the 1980s, it has 


created relatively amafi , hi ghly 
transparent business units 
within each product line - 500 
of them in alL They are consti- 
tuted as nationally-based com- 
panies, with a balance sheet as 
well as a profit and loss 
account 

The relative smaDness of all 
these units, whatever their 
function, not only motivates 
the managers concerned — as 
many of them confirm enthusi- 
astically. It also gives senior 
product line management and 
the corporate head office a 
clear view of the units’ perfor- 
mance. 

“After our big acquisitions it 
was absolutely necessary to 
st ru ct u re the entities In the 
right way, so that each was 
given a clear role," says Len- 
nart RIbohn, Electrolux's dep- 
uty chief executive and chief 
fwianrinl officer. 

In some product lines these 
companies resemble conven- 
tional strategic business units, 
with a frill range of responsibil- 
ities and functions. In white 
goods the nuitg in each coun- 
try are divided for greater clar- 
ity and ease of co-ordination 
into: on one side, national mar- 
keting companies (35 of the m , 
each with about four separate 
companies - and brands - 
reporting to than); and, on the 
other, 29 international product 
development/productian units 
(“product divisions” in Electro- 
lux's confusing parlance), each 
with at most two factories, 


usually in the same country. 

Each product division is allo- 
cated international responsibil- 
ity for a certain set of prodr 
ucts, which are normally not 
duplicated elsewhere; this rule 
was applied with some rigour 
after the Zanussi takeover, and 
led to considerable switching 
of manufacturing allocation 
between Italy and Electrolux's 
existing French and Scandina- 
vian factories, with the Italian 
plants a major net beneficiary. 
But since the UK and Spanish 
acquisitions in 1987-88, some 
duplication has re-emerged. 
Whether it will need to be 
ironed out is a much-debated 
question. 

In an arrangement which is 
intended to make Electrolux 
more adaptab le than its major 
competitors to chang in g exter- 
nal conditions, and to expose 
the product divisions to mar- 
ket pressures, the divisions 
and the sales companies oper- 
ate at aims' length, in what 
Leif Johansson claims is “a 
complete customer-supplier 
relationship” — including the 
freedom to negotiate transfer 
prices between them. 

A farther factor exposing 
prodnet divisions to the 
marketplace is their partial 
resp onsibilit y for product plan- 
ning. 

In product lines other than 
white goods the infTnmce of 
Electrolux's traditional coun- 
try managers has been scaled 
back or abandoned entirely; 


until the introduction of the 
group’s product line structure 
in the early 1980s, such execu- 
tives had responsibility for all 
Electrolux activities in each 
country. 

But the size and complexity 
of the multinational produc- 
tion, marketing and sales net- 
work in white goods have 
prompted Johansson to retain 
a strong country manager 
function within his product 
hue, with primary responsibil- 
ity for an units in their terri- 
tory. 

In Britain, for example, this 
role is played by Roger Baxter, 
a former McDonnell Douglas 
and GEC manager who Joined 
Electrolux three years ago. In 
Italy it has been split between 
two managers, one responsible 
for overseeing the product divi- 
sions, the other fin: marketing 


The main task of the country 
managers, according to Nevio 
Pollesel, Baxter’s marketing 
deputy, “is to exert strong 
p res s ure on the local prodnet 
divisions and sales Wim p a nias 
to perform." 

Given the tough reputation 
of Baxter and most of his coun- 
terparts elsewhere, that is put- 
ting it mildly. Baxter Triwimif 
says that “many country man- 
agers feel they still control 
their own destiny.” 

As Johansson is the first to 
point out, tins structure inten- 
tionally creates at least four 
kinds of tension: between prod- 


uct divisions and marketing 
companies; between these two 
types of entity and the country 
managers; between tiie country 
managers and Johansson's 
international “product area 
managers” (Heikki Takanen 
and coy, and between country 
managers and the Interna- 
tional marketing co-ordtnaiora. 

I o some extent, these ten- 
sions are mitigated by 
the fact that Electro- 
lux's' traditional corporate cul- 
ture has always fostered quick 
decision-taking. To quote the 
understated language of the 
company’s internal li te rat u re, 
“it is not quite ‘proper* to foil 
to reach an agreement.” 

Yet, as the structure has 
been gradually introduced, 
most recently in Italy and the 
US last year, it has provoked 
quite a number of disputes. 
Time will tell whether the 
problems are permanent, or 
whether they are merely teeth- 
ing troubles, while managers 

Of various ’natimiflBtieg adjust 

to t he ambiguity of the s y s tem 
— or are replaced if they fail to 
dn so. 

One persistent source of ten- 
sion is that several country 
managers have been reluctant 
to see mTm companies in their 
territory buying products from 
Electrolux product divisions 
abroad instead of alternative 
products from local units — 
the profitability of which is 
included in the consolidated 


Johansson stresses that 
country managers have overall 
national responsibility for 
sales, regardless of where prod- 
ucts are made. But he concedes 
that Issue frustrates him 
so much sometimes “that I 
could riimh up tiie wafl." 

Such strains were exacer- 
bated two years ago when, 
through Johansson's newly- 
created Marketing Europe staff 
unit, discussions began about 
bow the Zanusfii and Electro 
lux brands should be coordi- 
nated across frontiers. “We had 
quite a big discussion about 
the relative roles of country 
versus international manage- 
ment,” he says. 

Some repositioning of the 
two brands has since started. 

of the day when they 
may be promoted across fron- 
tiers by satellite advertising 
and other cross-border media. 

To ease the situation. 
Johansson then co-opted the 
country managers onto a new 
forum, dubbed the “1992 
Group”, to oversee the develop- 
ment of all aspects of product 
line strategy. This has helped 
them develop a more interna- 
tional perspective, but Johans- 
son admits that several top 
Electrolux colleagues would 
still prefer him to go “all the 
way to international manage- 
ment” by abolishing the role of 
country managers - or at 
least by weakening their role 
considerably. 

Johansson is resisting. That 
would be wrong, he insists, 
“because they're damned good 
at their jobs" - which, apart 
fr om defending national inter- 
ests internally, also includes 
ttoaiHng with large retail cus- 
tomers and trade unions, as 
weQ as overseeing such issues 
as national salary structures. 

His reluctance to agree also 
stems from his knowledge of 
other multinationals' experi- 
ence. “There is too much of a 
tendency to try to solve organi- 
sational problems by designing 
a structure that quietens con- 
flicts, rather than bringing 
them to the surface," he main- 
tains. "Issues such as whether 
to invest in Italy or Britain 
should be taken head-on in an 
ad hoc way. If the structure 
can cope with 80 per cent of 
the conflicts that's fine - 
we’re quite happy to deal with 
the rest at the top.” 

The first article in this six- 
part series appeared on Mon- 
day. The next, on Friday, will 
describe the sensitive process by 
which the largest European 
company acquired by Electro- 
lux, Zanussi of Italy, is being 
integrated into the group. 



Building on experience - that is exactly 
what companies do when they call on 
EMS-INVEWTA to help realize their 
industrial projects. Behind this engi- 
neering company there is EMS, an 
important chemical enterprise that has 
been manufacturing high-quality tech- 
nical plastics and synthetic fibres for 
over 40 years. 

EMS wanted io put all this know- 
how gained in the development and 
Operation of production facilities fa use 
in building commissioned projects. 

That is why EMS licenses its processes 
and also provides the know-how of 
third parties. The result is that today a 


large portion of the world's polyamide 
and polyester is produced in over 
200 plants that we planned, built and 
implemented. 

So no matter where you are in the 
world, if your business is industrial pro- 
duction, if you are building manufactur- 
ing facilities or want to run them more 
efficiently, our team of engineers, tech- 
nicians. planners and financial experts 
will help you with know-how acquired 
in all 5 continents, 

EMS is a name you can trust. We 
are an internationally active chemical 
and engineering company and we 
guarantee quality, reliability, know-how 


and customer service in the traditional 
Swiss way. 

EMS-INVENTA AG CH-7013 Domat/Ems 

Telephone 081/366311 

Telex 851 410, Fax 081/36 74 03 
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FINANCIAL INSIGHTS - 


WE HAVE THE LAST WORD 

For international financial information that gives you the 
edge, turn to Financial Times newsletters. Four exclusive 
newsletters provide a constantly up-dated picture of 
world finance, in pin-sharp focus. 

From our network of internationally acclaimed corres- 
pondents and top analysts. Financial Times Newsletters 
offer business insights that are objective, critical and 
unique. 

FOUR ESSENTIAL FINANCIAL NEWSLETTERS 

■ INTERNATIONAL 
BANKING REPORT 

A detailed monthly report designed to cover aD foe 
important issues across the numerous specialisations in 
modem banking. 

The unique loose-leaf format breaks down into twelve 
defined sections to make all information accessible, quick 
to read and easily recalled. Sections cover: The Market fa 
Banking Assets; Policy; investment Banking; Business 
Banking; Sovereign Lending; Consumer Lending; Perfor- 
mance; Funding; Treasury Management; Moves; Tech- 
nology; and Marketing. 

Annual subscription (12 issues) £325 (UK) £365 
(Elsewhere). 

B FINANCIAL REGULATION REPORT 

A monthly service on regulatory developments and their 
market implications in the global financial services 
industry. 

FRR not only unravels the complexities of financial 
regulations, but adds informed comment on their streng- 
ths and weaknesses. 

FRR anticipates tee response of regulators to market 
innovations and market disturbances, and identifies weak 
points in the international financial system due to inade- 
quate regulatory safeguards. 

Annual subscription (12 issues) £335 (UK) £355 
(Elsewhere). 

H EUROMARKET LETTER 

A weekly report on International financing including; 
international credit and capital market developments, 
syndicated loans and club deals, coflnandngs and export 
credits. EML takes you inside the market to highlight 
country risk and banking exposure, with regular profiles 
of problem borrowers. It gives early notice of impending 
deals ... and those which are experiencing problems. 


Annual subscription (51 issues) £759 (UK) £825 
(Elsewhere). 

H INTERNATIONAL TRADE FINANCE 

Published every two weeks. International Trade Finance 
provides intensive news and analysis of the latest 
developments in export finance worldwide. 

Designed for exporters seeking finance and batiks and 

specialist financiers seeking to provide it, ITF alerts its 
readers to a wealth of trade and project financing 
techniques. _ 

Annual subscription (25 issues) £342 (UK) £384 
(Elsewhere). 

FINANCIAL TIMES NEWSLETTERS 
-WORLD LEADERS 

Each of our 32 newsletters is a natural complement to the 

Financial Times newspaper, taking you deeper into tee 
important issues. They ore always ufKoKfate, author- 
itative, concise and, above all, you'll find all the vital 
information and analysis you need right at your fingertips. 

TAKE TWO ISSUES FREE 

Here is your chance to join an ever increase circle of 
subscribers and enjoy a special offer. Take out a 
subscription today and we will send you your first two 
issues absolutely FREE Should you not wish to proceed 
you may cancel your subscription at that point and you 
will not be charged. 

OUR NO-RISK GUARANTEE 

Financial Times Business Information guarantees that if 
you are not entirely satisfied and you wish to terminate 
your subscription you will receive a foil refund of the 
unexpired portion. 

SUBSCRIBE TODAY 

I wish to subscribe today. 

I understand that I will receive 
my first two issues 
absolutely FREE. 
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TELEVISION 


From how we were, to the way we are 

Christopher Dunkley praises a new series that dares to challenge the norm 


Y Y B television 

■ if / drama going to 

m/m/ mean, come the 

¥ ¥ de-regnlatfon nir- 
vana? It is already ha ppenin g, 
so you only have to switch on 
your set to see endless daily 
supplies of Australian and 
American soap, and our own 

producers restoced to providing 
“mintseries"; or four- or five- 
part stories, written to rigid 
formulae, with their back- 
grounds In spying, drags, or 
the Cold War, and all involving 
hard-faced men, soft-chested 
women, and guns. • - 

These mud-series are gloss- 
ily produced, win sell on the 
international market, and if 
you are tired tdter a hard day's 
work they will entertain you 
momentarily without making 
any demands of your thought 
processes or emotions. They 
are equivalent to a Rick Astley 
record or an Agatha Christie 
paperback: sought out by -a 
huge public which wants not to 
be shocked, and not to be 
challenged. 

And yet, just as it had begun 
to look as though this was to 
be our diet for the foreseeable 
future, along comes Granada 
— yp™ , for it was Granada 
that brought us Brideskead 
Revisited and Jewel In The 
Crown - with After The War. a 
whacking great 10-part, 
multi-million pound series, 
written by Frederic Raphael, 
staffed by a huge cast of won- 


derful actors and actresses, 
spanning 25 years in the lives 
of the British middle class 
intelligentsia, and attempting, 
it seems, to answer the ques- 
tion "How did we become the 
way we art?" 

That is scarcely a new ques- 
tion. of course, ft lay at the 
heart of John Mortimer's 1986 
serial Paradise Postponed, 
which inhabited a precisely 
similar home-counties world at 
Journalists, lawyers and televi- 
sion producers, and concerned 
itself with much the same 
period of history: 1945 to 1985, 


Raphael has already said 
everything he wants to about 
university life - or perhaps 
the idea is for ns to combine 
The Guttering Prizes and After 
The War in our beads; after all 
Adrian Lukia, who plays the 
adult Michael Jordan, looks 
uncannily like Tom Conti, the 
star of the earlier work. 

Last week’s school drama 
(splendid locations, authentic 
vintage vehicles, both life-size 
and Dinky, utterly convincing 
cabbalistic atmosphere) set up 
the themes for the whole of the 
zest of the series. Michael Jor- 


RaphaeVs use of voice-over , one of the 
most ignored techniques in television 
drama, is powerful , economical and fast 


while Raphael's new series 

runs from 1942 to 1367. 

Moreover, Raphael hiTrmgtf 
pursued pretty much the same 
inquiry, within the same 
mflien, in his 1976 series The 
Guttering Prizes. Intriguingly 
After The War, which began qn 
Friday with an episode show- 
ing the two mam, characters, 
Michael Jordan and Joe 
Hirsch, at a prep school in the 
middle of the Second World 
War, covers all subsequent 
periods of their lives up to the 
ndd-GQs, exc hiding thrir under- 
graduate years. Perhaps 


dan's English Jewishness sets 
him slightly but, in his own 
view unmistakably, apart from 
his fellows. 

However, ibe European Jew- 
ishness of Joe Hirsch, who 
arrives as a refugee from 
Nazism, making htm a true out- 
sider, both in his own view and 
that of his fellows — though it 
provides the grounds for the 
special relationship between 
Joe and Michael which will 
continue throughout the tim«» 
that we know them. The mix- 
ture of companionship in 
mutual defence against a 


threatening world, and dislike 
arising from instinctive dis- 
trust, is, perhaps, the most suc- 
cessful and powerful relation- 
ship that Raphael has created 
In this work. 

In Episode Two, while Mich- 
ael and Joe are, presumably, at 
their public school, we watch 
Michael's father, barrister 
Samuel Jordan - another 
mature and impressive perfor- 
mance from Anton Rodgers, 
who keeps adding more and 
more high quality work to all 
those sitcoms - as he investi- 
gates the background of Her- 
mann Pfaff, a German busi- 
nessman who may or may not 
have been a Nazi. “You don’t 
believe me?" Pfaff asks at one 
point, to which Jordan Sr 
replies, in one of those lines 
which Raphael sometimes fits 
so precisely to character: 
“Belief is not a commodity in 
which I’ve been commissioned 
to trade.” 

By Episode Three Michael is 
in Fleet Street, working for a 
Sunday paper. Sent to investi- 
gate a “domestic” he meets a 
neighbour named D enise who 
is presented by Charon Bourke 
as one of many memorable 
tiny cameos in After The War. 
"Dark brown disappointment, 
that’s how you’re going down 
in Denise’s diary,” she tells 
Michael, coyly allowing her 
dressing gown to slip open. 
Throughout the series women 
open their dressing gowns, fig- 


uratively and literally, for 
MichaeL Can it really be, as 
the cognoscenti insist, that 
Michael is Raphael himself? He 
goes to Paris and. In a marvel- 
lously sustained of atmo- 
spheric drama, has the great 
affair which shapes much of 
bis emotional biography. 

Episode Four brings Mich- 
ael’s first play (perhaps be is 
Raphael) and the first major 
interest in his sister Rachel, 
who is proposing to many a 
terrible young fogey of a dim. 
The power of Raphael and 
Granada is suggested by the 
bit-part appearance of Michae l 
Gough as a fellow don. Other 
small rides in other episodes 
are played by Geoffrey Palmer, 
Patrick Malahide, Susannah 
York and others. This episode 
also brings a good example of 
Raphael’s use of one of the 
most absurdly ignored tech- 
niques in television drama: the 
voice-over. 

“The Israelis were destroy- 
ing the Egyptian army in the 
Sinai,” we hear Michael say 
over pictures of him rehearsing 
actors for his play. “The Rus- 
sians were poised to cross the 
Hungarian border . . . and L 
through no fan it or virtue of 
my own, spent one of the most 
blissful afternoons of my life. 
Was the world falling apart? 
Probably. Did I know it? 1 sup- 
pose I did. Did I care? God help 
me — not a ML” It is powerful, 

wwwmirirfll and faat, ami was 



Haydn Gwynne as Hilda Hirsch, Nicholas Daatoc (centra) as the young Michael Jordan end 
Nicholas Fletcher as the young Joe Hirsch In After The War 


last used habitually with such 
effectiveness in John Mor- 
timer's Brideshead script. 

Episodes Five, Six and 
Seven, which should be the 
engine room of the series, are 
toe most (seemingly) autobio- 
graphical Like Raphael. Mich- 
ael becomes one of the glitter- 
ing successes of showbusiness 
and television in the London of 
the late 50s and early 60s. But 
the central question of motive 
- not bow we have become 
the way we are, but why - 
tends to get lost. Moreover the 
lines are so clever that you 
become much too aware of 
them: 

A: “I’d like to transport your 
house lock, stock and barrel to 
Beverly Hfflsr 

B: “Sorry, Tm keeping the 
barrel!” 

C: “For scraping?" 

Furthermore. Raphael uses 
these episodes in a remarkably 
juvenile way to pay off scores, 
or anyway to insult actors, 
directors and critics though, 

intwnpgHrig l y ^ be almo st 


affectionate towards the Ken 
Tynan figure, thinly disguised 
as Benedict Bligh. 

Episode Eight takes us, with 
Rachel, to West Africa and into 
a seedy, steamy tale at the lag 
end of the British empire. One 
of the riches to emerge from 
Raphael’s wilting is the way 
that his characters seem to 
have an existence beyond the 
confines of the screen: Jordan 
Sr is a bridge piayer and a 
habitual visitor of his elderly 
mother; Stafford Canning, a 
high-ranking diplomat in this 
episode, was bust glimpsed in 
Paris, 13 years earlier, probing 
Michael for any homosexual 
inclinatio ns. 

But Rachel’s character 
seems to be almost indepen- 
dent of the author. It never is 
clear why she ever considered 
marrying the wimpy don 
(unless to allow Raphael to 
have Hirsch come along and 
dissuade her) and it Is even 
less clear why she behaves as 
she does on the night her hus- 
band dies. Indeed, she herself 


asks “What did last night 
mean?” What indeed. Perhaps 
this Is the true Illogicality of 
life, but drama is, after all, an 
artificial form of life wholly 
within the control of the 
author. 

The last two episodes bring 
us. mostly, back to London and 
to television, and matters move 
round to neat full circles with 
the re-entry of Pfaff. Pierrette 
(Michael's Paris passion), and 
Rachel's return to Africa. 

After The War is entertain- 
ing. engrossing, often witty, 
and not concerned with a 
northern working class lad for- 
ever being snubbed by effete 
southerners. It is about those 
effete southerners, whose lives 
are just as interesting, if not 
more so. Even though, like 
Christopher Booker's weird 
book. The Neophiliacs, it tells 
us more about the how and 
wbat of the post-war years 
than the why, at the end of 10 
hours one would be perfectly 
happy for it to carry on at the 
rate of an hour a week 
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Peter Grimes 


ZURfCN OPERA HOUM 

Several years after his 
disastrous Turandat for Scot- 
tish Opera, Tony Palmer has 
been tempted to have muitw 
go at the role of opera pro- 
ducer. 

Unlike Ms work on Pnodid, 
however. Palmer’s staging of 
Peter Cranes at the Zurich 
Opera House keeps details at 
tiie composer’s personal his- 
tory well out of the way, and 
the result is a remarkable tri- 
umph. 

The production, which is 
designed by Goran Wassbexg 
and sung in German, strikes 
the rich seam of psychological 
intensity in. Crimes and 
stresses its bond with wMb 
European operatic tradition^ 
i Wm> Zurich Mm»miii|p manages 
to niaim every character 
count, while chorns- and. 1 . 

IM i lumt ra unfa f-finl milil Bit iv — 

nkles display danding virtues- 
fry. This must sorely rank as a 
landmark production In the 
opera’s growing hold in the 
continental reper to ry. 

The Borough is nothing 
more than a gently-raked 
stage of wooden planking - a 
filter fix' shafts of light, mists 
and steam, and the centrepiece 
of an almost filmic cross sec- 
tion of tottering figures, wind 
and rain, in the storm 
interlude. 

The film produces's eye is at 
work, too, in the range of 
expression an the face of eeeb 
character, a window to the 
hniw lives of the opera’s fam- 
ily of characters. A foghorn 
Boimd« before curtain-up, the 
auditorium at once point Is' 
circled by the flashing are of a 
lighthouse and the prow of 
Grimes’ boat mysteriously 
takes dupe out of two flaps 
rising from the stage floor. 

This and the unanswered 
calls of Grimes are not the 
only echoes of the 19th cm 
tmy world of fler fliegende Hol- 
lander in this production, 
which wads with EBen kneel- 
ing In prayer under the collec- 
tive gaze of the Borough, as 


Grimes meets his salvation in 


In its concentration on sym- 
bols, its flawless ensemble 
work and use al spotlight and 
theatrical effect, the produc- 
tion packs a powerful dra- 
matic punch. Palmer dearly 
trusts the music and allows 
his singers to bring them- 
selves to their parts. 

There were some error s of 
judgment. The scene at the 
Boar, for pw w ph, urns rimpiy 
too diffuse, on the open stage, 
aid the later interludes won 
spoilt by fanciful business, 
tnghidmg a completely out of 
place canoodling session 
between two young lovers in 
Cr imes’ hut . But these ware 

m i p (wwi riHiiM. 

Much or the credit for the 
t*s success lies with 
Who brings 
the BUHbw pwwf toh 
in the score, asweH as Its dev- 
astating beauty. Britten’s 
rhythmic motifs were unfolded 
with disarmin g radiance and 
logic. Several passages 
emerged with magn i fie d inner 
tension - the Grimes-Bal- 
strotie duet before the storm 
was an outstanding examp l e 
- and time were numerous 
other examples of a galvanis- 
ing musical Intelligence in the 
ptt. 

Hermann Wtokksfo fi r fr— 
illustrated the advantages at 
having a mature tenor m the 
role. Not unlike Jon Vickers in 
his sturdy, seamanlike appear- 
race, he sang with character 
and insight, and gave a mov- 
ing-portrayal of Grimes the 
vfeipmixy, the misunderstood 
outsider. 

latana DeVol’s Ellen was 
tan, matronly, noble in voice. 
The rest of the wamlite, fed 
by Gleuys Linos as Auntie, 
Nadine Asher as Mrs Sedley 
and Gunter von Kama’s Bat 
strode, gave an unsoiled, 
benevolent picture at the 
human community and its 
Individual faHiVu- 

Andrew Clark 
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Lynn Seymour and Alexander Sombart In Anastas/a: artistry 
seen at fuff and marvellous st ret ch 


Anastasia 


DOMINION THEATRE 

1 had sever dared hope to see Lynn 
Seymo u r as Anastasia " gain- For a decade 
after the ballet was first staged in Beilin 
in its one-act version, and later when it 
hwanw a full -evening work at Covent Gar- 
den, Anastasia gave Seymour a role 
in which her artistry was seen at fall and 
marvellous stretch. 

It was in the last act, when “The 
Woman who thinkn she is Anastasia” 
most fight to discover her identity, must 
race through labyrinths of memory and 
suffering to convince herself as well as the 
world that she is the Grand Duchess, that 
Mka Seymour’s greatness blazed and con- 
vinced us. Whatever the remnants of the 
Ruggfam imperial Family might feel, we 
knew 8 be was Anastasia: her final circuit 
of the stage on her hospital bed was a 
triumphal progress. 

What seemed at first to be Miss Sey- 
mour's retirement foam major rules during 
the 1980s was happily proved to be untrue 
last season when she stormed back in 
glory with Festival Ballet in a memorable 
Onegin. Now Festival - as English 
National Ballet — has done the handsome 
thh^ r ami invited Sir Xmneih MacMillan 
to reproduce the original Berlin version of 
Anastasia wi th Lyn n Seymour hack again 
In her finest creation. 

The staging revives the original Berlin 


conditions of production penury. (In 
1967,the postponement of an expensive 
Sleeping Beauty had meant there was no 
money for the hurriedly assembled designs 
from the Deutsche Oper’s stocks). So.on 
Monday night, the Dominion stage was 
bare save for the hospital bed on which we 
first see Anastasia. Costumes are simple; a 
pe ndan t s he et — as in Berlin — shows the 
projections of the Imperial family that are 
Anastasia's memory. And there, in a rusty 
brown dress, hair cropped, eyes shadowed, 
is Lynn Seymour: purer, more concen- 
trated in her effects, more heart-tearing 
than before. 

Because of the simplicity of this new 
staging, it seems that MaeMfllan’s struc- 
ture, the formal devices of bis choreogra- 
phy, tiie weaving of the disparate threads 
of action into a dar>r«»A whole, are more 
pertinent Every element in Anastasia’s 
tragedy is there, every fugue and harried 
journey down the paths of memory is 
plain. That it is so is owed, of course, to 
the peerless expressive gifts of Miss 

Seymour. 

From the first moment when she moves 
from her bed - feet tracing the lines of 
the floorboards which are her only reality, 
hands outspread as if feeling her way - 


she has demanded and held our attention 
and our sympathy. Thereafter, the 
resource and physical nuance of her danc- 
ing - the drained body suddenly acquir- 
ing a desperate life; the kicks at Rasputin, 
fiercely rejecting him; the moment when 
her husband's passion is turned away so 
that he must kneel and kiss her hand; the 
tenderness and spiritual exhaustion - 
bring utter conviction, invite utter 
compassion, and demand utter respect for 
artistry unparalleled in our time. 

This is dancing of majestic power, fault- 
less m usicali ty, and — be It gratefully 
noted - of rare beauty in the curve of 
limbs, the outline of feet, the communica- 
tive force of gesture and pose. It seems to 
me of prime importance that Lynn Sey- 
mour’s performance be filmed: not to pre- 
serve it for posterity would be a crime 
against the artistic heritage of our nation. 

English National Ballet's artists give 
fine support. As Miss Seymour’s partner, 
Alexander Sombart is a tower of strength 
and sympathetic playing, an ideal inter- 
preter of the role of Anastasia’s husband. 
This ENB programme also includes Etudes 
and Land, well done; but it is Lynn Sey- 
mour and Anastasia which make it 
required viewing. 

Clement Crisp 


Concertgebouw 


FESTIVAL HJUX 

The Royal Concertgebouw 
Orchestra Amsterdam returned 

to T i i V!* w i a month flfter thfllf 

last visit, for an interesting 
programme under an interest- 
ing conductor, one new to Lon- 
don audiences in this particu- 
lar role - Nikolaus 
Harnoncourt. The event was 
altogether too interesting for 
South Bank audiences, it 
seems, since the hall was nota- 
bly less fnTI. 

Hanumcourt, the guru of the 
original-instrument, period- 
style movement, has in recent 
years formed an unexpected 
affiance with tins modern-in- 

nlf un wnt. ywd it 

evidently proved satisfactory 
on both sides. On this evidence 


it is a lively and stimulating 
partnership, not entirely 
smooth - the opening work, 
Scbnbert’s Overture in the Ital- 
ian Style, was persistently 
untidy, and in the main work, 
the Eroica Symphony, untidi- 
ness was an intermittent 
threat - but foil of striking 
approaches to the notes and 
the ideas behind them. Noth- 
ing was taken for granted; 
nothing was tainted with com- 
placency or dea den i ng routine. 

The pacing, weighting, and 
accentuation of the Beethoven 
symphony showed that Har- 
noncourt's “period” views of 
Classical music were being 
rephrased in the terms of a 


large modem-instrument band. 
By and large, very successfully 
so: the Concertgebouw, that 
qulntessentially ample, deep- 
toned vehicle for late- Romantic 
expressivity, was transformed. 
The textures were airy, clean, 
well-ventilated; rhythms had 
bounce without applied force. 
Where Harnoncourt tended to 
trip up was in seeming to want 
to articulate the outer move- 
ments more quickly than did 
the orchestra - a stumble, or 
even a tumble, seemed near in 
the codas, though it never 
actually materialised. 

None the less, one had the 
sensation of being brought Dace 
to face with this work once 
again, directly and without 


fuss; and it was exciting. 
Between Schubert and Bee- 
thoven, the Concertgebouw 
and Harnoncourt introduced to 
London Luciano Berio's newest 
composition: Rendering, a 
work that the composer him- 
self deems to be by Schubert- 
Berio. it proved to be a collage 
of Schubertlan highlights 
linked by dream-like passages 
of distorted Schubertlan recol- 
lections in which the celesta 
tinkles away. I didn't feel that 
Berio had expended an 
enormous quantity of Bweat 
and tears in fulfilling this 
commission. 


Max Loppert 
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ARTS GUIDE 


June 16-22 


THEATRE 


The Merch ant of Venice 
(p faoeptsX Dn«tin Hoffimn’a Shy- 
lock a sympathetic, se maphore - 
gesturing alien in Peter Hall's 

fine V enetian p**- 

dOCtlOBL C awMine James a 
superb Portia (836 2394). 

Much Ado About Nothing 
(Strand). Alan Bates and Felicity 
Sendai lead strong ad hoc com- 
pany to turnabout fortnightly 
rep with Chekhov’s eariy, astrin- 
gent Ivanov. Not to be despised 
(8362660). 

As Yon Uke R (Old VicX Yet 
more noo-BSC Shakespeare, with 
an o utstanding Una aHwd from 
Fiona Shaw in eclectic, enjoyable 
Tim AIb«y revival. Ambitious 

designs (928 7518,00 261 1821). 

She Black Prince (Aldwycbk 
Ian McDkarmid gives the perfor- 
mance erf a lifetime in Iris Mur- 
doch's distillation of her own 
Hamlet novel. Witty black force, 
vttriofic and entertaining (836 
8400. 

Ghetto (Olhder). Brilliant 
National Theatre version of 
Joshua Sobol’s Israeli play about 
the last days of the VUdb ghetto 
and its resident theatre company. 
Horing and shocking- Nicholas 

Hytner directs, Bob Crowley 
designs, good music arranged 
by Jeremy Same. June 8-14, 23-28, 
July 7-10(928 2252). 

The Vortex (Garrick). Maria Ait- 
ken and Rupert Everett in brfl- 
Hant reappraisal by Philip 
Provree oC Noel Coward’s 1924 
study of drug addiction and 

excessive, beautifully costumed. 

A must for yuppies (379 6107, 
ec 741 9899). 


Henceforward (VauderiHe). Mar- 
tin Jarvis and Joanna van Gya- 
in bleakly fanny 
exp erim e nta l Alan Ayckbourn 
comedy of future shock and 
strained marriage. A tale of 
obsession, devotion, computer 
music, women as robots, gangs 
on the sheets and a tug-af-love 
(836 9387, CC 741 9999). 

Aspects of Love (Prince of - 
Wales). Andrew Lloyd Webber's 
latest is an intimate rimmlmr 
operetta derived from David Gar- 
nett’s 1955 novella. Musically 
interesting and well d i rec t ed 
by Trevor Nunn, a cast of 
unknowns prefect the right sense 
of sybaritic Insouciance. A proha- 
bie, but unspectacular, hit (839 
5972). 


of this force, first produced in 
L on deal, but now with a local 
cast lad by PhDtp Bosco and Vlo- 
tor Garber (239 6200). 

Burnouts (Broadbnrst). NeQ 
Simon’s latest comedy Is a self- 
ran erictM force, witbnnmer ons 
slamming doors and lots of mug- 

^g tai hoDow humour that 
misses as often as it hits. 

Cate (Whiter Garden). Still a 


The World’s Theatre. The inter- 
national festival from June 18 
to July 9 win take {dace in Ham- 
burg, as part of the town’s 800 th 
ann iv ersary of its harbour. 
Organised by the T halia Theatre 
with the hdip of the internatlaa- 
aiTheatre Institut, some 34 pieces 
from 17 countries will be per- 
formed. 

New York 

Heidi Chronicles (Plymouth). 
Wendy Wassexstsin’a award-win- 


tlon afTJL Ettofs children’s 
poetry set to muric Is visually 

n tar£1 frig and 

Hina <289 82980. 

las BfisfaaUei (Broadway). The 

magntflcgp t s pectac le of Victor 

Hugo’s majestic sweep of history 
and patbre brings to Broadway 
lessons in pa ge a ntry and drama 
(2386200). 

Me mid My GM (Marquis). Even ■ 
the plot turns on ironic mim- 
icjy of Pygmaikm. this is no clas- 
sic, wifo forgettable songs and 
dated leadenness In a stage foil 
of characters, ft has nevertheless 
proved to be a durahie Broadway 
bit (947 0033). 

Phantom of the Opera (Majestic). 

Stuffed with Marta BJornsoo’s 
gfided rets, Phantom rocks with 
Andrew Lloyd Webber's haunt- 
ing me lodl eB hi this mega-trans- 
fer from London (239 6200 ). 


in the life of a successful Ameri- 
can baby boomer goes from sup- 
port for Eugene McCarthy's pres- 
idential aspirations to electoral 
ambitions in the 1980s, accompa- 
nied by the musical and emo- 
tional flavour of the period (239 
620(9. 

Lend Me a Tenor (Boyate). A 
sprucing up in the sat of a decay- 
ing town’s big tiwft opera ambi- 
tions matin; a t wraanawtii 1 hU 


Into flm Woods (Kennedy Center 
Opera HOuseX Stephen Sondheim 
and James Laptne update fovour- 
itefeiry tales with a contempo- ' 
rary plot and characteristically 

dwBraagtag songs. Ends July 

16(2543770). 


A Funny Thing Happened on 


the Way to the Forum (Good- 
man). Stephen Sondheim’s most 
popular musical, for which be 
wrote both musk: and lyrics, 
stars Louis DlCrescennzo as 
Pseud ol us in Burt Shevriove 
and Larry Gelbart's adaptation 
of Plautus. Bods Aug 6. 


Tokyo 

Kabuki (National Theatre). Kan- 
adehoa Chusbingura. The most 
popular play in the kabuki reper- 
toire, based on the true story 
of the 47 loyal s a mur ai , is per- - 
formed in two self-contained 
parts at ll«w and aJMpm. Ends 
June 24 (265 7411). 

Sbimbashf Embufo Theatre. Two 

wi« iri programmes at 11am and 

430pm, featuring mainly 

younger kabuki actors, including 
Kikuguno and the worid-femous 
Onnagata Tamasaboro. (541 
2211 ). 

Lre Miserahke. (Imperial Thea- 
tre) Strongly-cast revival (in Jap- 
anese) of the stirring musical 
of the storming of the Paris bar- 
ricades- Opens Tuesday (201 
7777). 

The Phantom of the Opera. Nis- 
sel Theatre (045 903 5701). This 
excellent production (In Japa- 
nese) Is a carbon copy of the Lon- 
don pa ginal. 

Bines in the Iflgtt. Theatre 
Apple. Shfojukn. (587 5444). Musi- 
cal revue from off-Broadway, 
featuring black music of the 
1920s and 1330s. Performed in 
Rn gHsh. 

Jesus Christ Superstar. Japanes- 
que. Aoyama Theatre (0120 
489444). Revival of successful 
Kabuki-style production of 
Andrew Lloyd-Webber's Bret 
hit musical On Japanese). 


SALEROOM 


A salute to the Major 


Sotheby’s had a simply 
splendid time on Monday 
night , selling off the eleventh 
and final part of the library of 
that late, great manuscript col- 
lector Major John Abbey. The 
department had cautiously 
estimated £2m on the 44 manu- 
scripts, but in the event they 
brought in £5Jm, a fine augury 
for the Antiquarian Book Fair 
which opens at the Park Lane 
Hotel in London today. 

There was a rush of records, 
most notably the £lB7m paid 
by the Paris dealer Beves for 
the hi ghlig ht of the sale, the 
Monypenny Breviary. This was 
the work of the two great 15th 
century French minature 
painters Jean de Montlugon 
and his son Jacquefin and 
includes 50 foR-page minatures 
and 59 smaller paintings. It 
was produced around 1490 in 
Bo urges for the Scotsman Wil- 
liam Monypoenny, who was 
abbot of the Augustinlan con- 
vent at Saiut-Satur in Berry. 
The price was a record at auc- 
tion for a French manuscript 
and might well find its way 
into the national collection, 
juarritch, the London 
\ paid £836,000 for a mag- 
nificently Illuminated Bible 
made in Bologna between 1250 
and 1262. This was a record for 
an Italian manuscript, while 
the £572,000 from the dealer 
Hi*. Kraus for a Book of Hours 
made in Delft around 1485 was 
a record for a Dutch manu- 


script. Of English interest was 
the Clarence Hours, which was 
made in the 1420s for Margaret 
Duchess of Clarence, the sis- 
ter-in-law of King Henry V. It 
is regarded as the last major 
English Royal manuscript still 
in private hands and sold to 
the dealer Sam Fogg for 
£286,000. 

It has taken Sotheby's 20 
years to disperse the Abbey 
library. The Major, who died in 
1969, is regarded as the last of 
a great generation of manu- 
script buyers, who included 
Chester Beatty, Dyson Perrins 
and Yates Thompson. Having 
said that we suddenly have a 
new active collector in this 
field: J. Paul Getty Jot. 

A much newer collection 
comes under the hammer at 
Sotheby's on July 3, and from 
an unusual source. It is of Old 
Master drawings and has been 
assembled by Mr Timothy Clif- 
ford, the director of the" 
National Gallery of Scotland. 
He made his first purchase in 
1961 as a 16-y ear-old schoolboy 
and the 57 items were mainly 
put together before 1975, when 
prices in this field were still 
very low. 

The highlights are a Bron- 
zino head of a woman esti- 
mated at up to £40,000, and a 
design for a ceiling at the Villa 
Farnese by Antinor, which 
could make the same sum. 

Antony Thomcroft 
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Other people’s 
leverage 


THE EYE-CATCHING feature 
of the latest bid for Gateway, 
Britain's third largest food 
retailer, is that it is the first to 
bring a significant amount of 
American leveraged buy-out 
money to the British takeover 
scene. Is it a case of globalisa- 
tion making for a more effi- 
cient market in corporate con- 
trol? Or a worrying instance of 
the US exporting one of its less 
desirable finan cial habits to a 
country whose relatively 
under-borrowed corporate sec- 
tor now faces a monetary 
squeeze? 

Certainly few bids can have 
been more global than this 
one. Wasserstein Perella, the 
Wall Street investment bank 
behind the bid, is part-owned 
by the Japanese securities 
giant Nomura. The retailer in 
the bidder’s camp is the Ameri- 
can Great Atlantic & Pacific 
Tea Company (A & P). in which 
a leading West German food 
retailer, Tengelmann, has a 
controlling stake and whose 
chairman and chief executive 
officer is a British national. 
This hybrid picture will no 
doubt be rounded off when the 
banking co mmuni ty's interna- 
tional brigade makes a contri- 
bution to the £L5bn of debt 
which accounts for three quar- 
ters of the financin g package. 

Retail expertise 

From a public policy point of 
view this extension of the mar- 
ket in corporate control is, on 
the face of it, no bad thing. It 
means that shareholders in 
Gateway are being offered 
more for their shares by a com- 
pany that can claim to bring in 
genuine retail expertise. While 
the bid unquestionably 
involves high leverage, it 
appears to be less highly lever- 
aged than an earlier offer from 
Isosceles. 

Nor, from a purely British 
point of view, do the risks 
appear unduly worrying. 
Around £2bn of equity is being 
withdrawn from the UK mar- 
ket and replaced by £Km of 
equity and near-equity in 
mainly American hands and 
£1 Vibn of debt, the greater part 
of which will sit on US hank 
balance sheets. That £l‘Abn of 
debt win disappear completely 
from the overt borrowing posi- 
tion of the global corporate sec- 
tor because the deal has been 
so structured that the debt is 
off A & P's balance sheet. 


Yet the black hole into 
which these liabflitiRs have dis- 
appeared is really no more 
than an accountant’s fiction - 
and a worrying one at that 
Should the present deal pro- 
vide any kind of model for the 
future, it will give pause for 
thought to the US monetary 
authorities. The extent of 
leverage in the US corporate 
sector has already raised ques- 
tions about the Federal 
Reserve’s ability to tighten pol- 
icy without precipitating trou- 
ble for the banks. If much of 
the risk incurred in cross-bor- 
der leveraged buy-outs remains 
in the US banking system, it 
will add to that problem. 

Sensitive to danger 

Nor can the British authori- 
ties feel complacent Leveraged 
buy-outs are now common cur- 
rency in the British financial 
system. In view of declining 
corporate liquidity, prudential 
supervision will need to be sen- 
sitive to the dangers. 

Those stem partly from the 
fact that the erosion of hank 
profitability in traditional 
forms of landing to countries 
and large companies has cre- 
ated immense pressure to find 
new sources of growth in 
wholesale business. Leveraged 
buy-outs and buy-lns are 
seductive precisely because 
they have the capacity to 
absorb large sums and gener- 
ate significant fee income. But 
they have not been properly 
tested in a bear market; lever- 
age has the capacity to mag- 
nify losses as well as profits. 

In due course recession will 
impose a correc tiv e. But the 
one thing it will not do is bring 
about a more sensible alloca- 
tion of capital across nati onal 
boundaries. In a rational world 
capital would flow from the 
developed countries to the 
developing world where the 
mar ginal productivity of capi- 
tal is potentially higher. But 
the impact of the debt crisis on 
the banks (and the underdevel- 
oped state of newly industri- 
alising countries’ ca p i tal mar . 

kets) is hincking that natural 
flow. 

The result is that hanks and 
investors are fenced to look for 
above average returns in the 
developed world. Indeed, the 
rush Into leveraged bids and 
buy-outs Is the First World’s 
equivalent of Latin America's 
resort to capital flight. 


Europe’s gamble 
chips 


BY ANY standards, $4bn is a 
huge budget for a single 
research and development proj- 
ect. Yet that is the amount 
which European government 
authorities and electronics 
companies aim to spend during 
the next eight years on a subsi- 
dised collaborative scheme 
intended to develop an 
advanced semiconductor indus- 
try able to hold its own against 
US and Japanese competition. 

The rationale for the pro- 
gramme, Joint European Sub- 
micron Silicon (Jessi). is that 
so many fast-growing business 
sectors depend on microelec- 
tronics that unless Europe con- 
trols the latest technologies, its 
future competitiveness will be 
jeopardised. Jessi's backers 
point to the difficulties which 
many European electronics 
manufacturers encountered 
last year in obtaining memory 
chips from Japanese suppliers, 
which dominate the market. 

Similar “strategic industry" 
arguments have been used in 
Europe in the past to justify 
government support for a vari- 
ety of industries. Their record 
has been dismal. What reason 
is there to think that Jessi, half 
of which is due to be financed 
by tbe European Commission 
and national governments, will 
be any more successful? 

Flawed policies 

One answer is that earlier 
policies were flawed because 
they were pursued at a 
national leveL By harnessing 
resources throughout Europe 
and by involving chip users 
and semiconductor equipment 
suppliers as well as component 
makers, it should be possible 
to mount a much more cost-ef- 
fective effort and to achieve 
the necessary economies of 
scale. 

There may be some truth in 
this. However, the importance 
of technology - and hopes for 
what Jessi can achieve - 
should not be exaggerated. Too 
often European chipmakers, 
such as Britain's Ferranti and 
Inmos, have failed to make the 
most of past technical Innova- 
tions. Part of the blame lies 
with managements. Philips of 
the Netherlands took too long 
to react to the challenge from 
Japan, while Siemens of West 
Germany has been handi- 
capped by a corporate outlook 
geared too much to heavy engi- 
neering. Only in recent years 


have these companies begun to 
commit really substantial 
resources to semiconductors. 

Europe’s fundamental prob- 
lem, however, has been the 
weakness of its market In an 
industry which needs large 
production runs to be profit- 
able, its chipmakers have 
lacked the sheer volume of 
concentrated demand provided 
in Japan by consumer electron- 
ics manufacturing and in the 
US by the computer industry. 
Europe’s large telecommunica- 
tions and defence sectors have 
been prevented from playing 
this role by discriminatory pro- 
curement policies which have 
kept national markets closed 
and supplier industries frag- 
mented. 

Closer working 

Jessi's backers hope to over- 
come some of these barriers by 
encouraging chip suppliers and 
their customers to work 
together more closely. That 
would extend the scope of the 
cross-frontier collaboration 
between electronics companies 
which EC-sponsored pro- 
grammes such as Esprit have 
helped promote. How much 
such schemes have contributed 
to product innovation is debat- 
able, but they have stimulated 
companies to look beyond 
home markets. 

There are limits to what the 
collaborative approach can be 
expected to achieve. If pushed 
too far, it could degenerate into 
unhealthy collusion, reducing 
the incentive for European pro- 
ducers to compete vigorously 
in the marketplace and locking 
their customers into preferen- 
tial purchasing arrangements. 

Europe's semiconductor and 
electronics Industries will only 
receive the competitive stimu- 
lus they need if firm action is 
taken to liberalise markets and 
make them work more effi- 
ciently. The rapid growth of 
the mobile telephone business 
in Britain since its telecommu- 
nications market was liberal- 
ised is a powerful demonstra- 
tion of the new opportunities 
which deregulation can create. 
The EC and its member gov- 
ernments need to extend com- 
petitive policies into other 
areas, including defence pro- 
curement. Without such mea- 
sures, schemes such as Jessi 
can. at best, offer only a partial 
solution. 


Christopher Lorenz on corporate doctrines that have lost their glamour 



or the past decade, a flood of 
large companies on both sides 
of the Atlantic has been shed- 
ding once-prized activities 
and going tack to tames. In the space 
of just three days last week, the trend, 
was joined by three important British 
companies: Racal, Saatchi & Saatchi. 
and United Biscuits. A fourth, BP, 
reinforced its earlier commitment to 
the trend. 

UB is returning to its real core, 
dropping fast food restaurants to con- 
centrate on biscuits and other food 
products. BP is acting likewise, fol- 
lowing up its exit from minerals by 
selling its world coal interests to con- 
centrate again on off By coincidence, 
its arch-competitor Exxon took simi- 
lar action the same day, selling Zilog, 
tbe last vestige of its ill-fated 10-year 
attempt to expand into electronics. 

Saatcbi’s refocusing exercise (actu- 
ally the ignominious sale of its man- 
agement consultancy business) la 
rather different, in that it still leaves 
it with a wide range of marketing 
services activities outside its original 
advertising core. 

Racal, on the other hand, is prepar- 
ing to divest Its original business, 
defence electronics, in favour of what 
it now calls its core - tetamminiiTd- 
cations, data communications and 
security. 

In embracing the rush back to 
basics, all these companies are drop- 
ping a previous fashion which took 
them in precisely the opposite direc- 
tion — diversification. At the Hma , 
that trend was considered lo gica l prut 
inescapable, just as focus is today. 

The same applies to many other 
lurches in conventional business wis- 
dom over the past 25 to 30 years. The 
management world may claim other- 
wise, but it is constantly prey to 
swings In fashion. The fad rides high 
for a few years, and its arch expo- 
nents are regarded as heroes of their 
time - be they the Saatchi brothers 
in the 1980s, or US conglomerateurs, 
Harold Geneen and James T.ing tn tt w 
1960s. But then it sHitea, often taking 
the heroes with it. 

The gospel of diversification is 
almost certainly the most r esilie nt, 
pernicious and pervasive fashion of 
the past quarter-century, in that it 
has fed, and fed off. other fads. 
Though many companies have 
recoiled from it over the past decade, 
the fashio n is for from dead, as shown 
by US General Electric's foray into 
financial services (via Kidder, Pea- 
body) and even television broadcast- 
ing (NBC), and by Daimler-Benz’s 
extraordinary dash into washing 
machines, aerospace and weaponry, 
via AEG. Dornier and now (it hopes) 
Messerschmitt-B&lkow-Blohm. 

Strictly speaking, the fashion pre- 
dates the current management gener- 
ation, since it began almost as soon as 
the war was over, and gathered pace 
in the 1950s. But in both the US and 
the UK, diversification really took big 
business by the throat after 1960. 
Over the 20 years which followed, the 
proportion of top American compa- 
nies (the Fortune 500) which were 
diversified, or outright conglomerates, 
leapt from 50 per cent to almost 80 per 
cent. The equivalent UK figure 
climbed from 40 per cent to 60 per 
cent 

The fashion was fostered by many 
factors, from the apparently inexora- 
ble need to get out of certain indus- 
tries, through the attractions of 
adding anti-cyclical second and third 
legs to one's company, to such role 
models as Harold Geneen’s ITT. 

An early influence was some decid- 
edly noisy preaching of the doctrine 
that companies should redefine the 
businesses they were in. A famous 
pronouncement from Harvard's Theo- 
dore Levitt, which ricocheted round 
tbe world consultancy Industry and 
tbe new international business school 
network of the late 1960s, was that the 
US railroad industry would not have 
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declined if it had redefined itself as 
being in the transportation business 
- in other words, if it bad diversified. 

Diversification and conglomeracy 
were reinforced in the late 1960s and 
throughout the 1970s by the Boston 
Consulting Group, which did a roar- 
ing trade convincing all and sundry 
that no company was safe without a 
“portfolio” of at least three different 
kin ds of businesses, wu-lniiing “cash 
cows" and “stars." 

The result, on both sides of the 
Atlantic, was a series of motley and 

flln g ical rnnstmefa- A perfect example 

In the UK was Reed International, 
which under Lord Ryder tMmaA syn- 
ergy (another mini-fid) between its 60 
different businesses, in such fields as 
paper, printing, publishing, and pack- 
aging. Sir Alex Jarratt, his successor, 
saw things differently. “Hie only 
thing they have in common," he once 
remarked, “is that they all begin with 
P.” Sir Alex’s own successors redou- 
bled his divestment strategy and last 
year got rid of all Reed's manufactur- 
ing, turning the whole of the nmripHTry 
over to services (a faddish move 
Vfhk3rhas°torned sour on many other 
manufacturers). 

The buzz-phrase “hack to basics” 
first appeared in tbe late 1970s, just 
after the second oil shock, and in the 
wake of tumbling conglomerate per- 
formance in the marketplace. As the 
decade turned, the fashion gathered 
pace, and took on the more elevated 
title of “focusing on core businesses." 
According to a recent Harvard study, 
over h?lf the diversificatians-by-take- 
over made by 38 large US companies 
between 1950 and 1980 were sold off 
again by 1968. 

Behind this aggregate lie some 
truly ghastly diversification records. 


Among the worst are those of CBS, 
the broadcasting and entertainment 
group, which d i vested almost 90 per 
cent of its new portfolio, RCA and 
Cummins Engine (both 80 per cent), 
and Gulf & Western (79 per cent). 
General Mflts, Xerox, Westinghouse, 
GE and Exxon were not far behind. 

The main lesson of the Harvard 
study, and others before it, is that 
diversification usually succeeds only 
if it is in fields which really are 
related to those of the acquirer’s main 
fields of activity, or where it can 
tr ansf er skills or share important 
activities such as supply or distribu- 
tion. Even successful diversifiers, 
says Michael Porter, author of the 
study, "have terrible records when 


Diversification was 
considered 
an inescapable trend, 
just as 

‘focus* is today 


they have strayed into unrelated 
acquisitions." 

Similarity of management task is 
also helpful - hence, in part, the con- 
tinued survival of choosy conglomer- 
ates such as Hanson. 

The trouble with “tack to basics” is 
the elas tic it y of the term. What is 
one’s “core”? The definition has a ten- 
dency to shift as one chief ex e c u t iv e 
is replaced by another, but it can also 
change in the same hands in response 
to e x ternal circumstances, as under 
Jack Welch at GE and Sir Ernest Har- 
rison at BacaL The record in this 
respect is probably held by Allen 


Sheppard’s Grand Metropolitan, the 
UK Hrinka and food group, which last 
summer put its Inter-Continental 
p pteig nhaiw on the block (for £L5bn) 
only a couple of months after describ- 
ing it as a “core” business. 

The propagators of management 
fashions also change their tunes. Hav- 
ing earned untold millions of dollars, 
pounds and even D-Marks by applying 
the portfolio matrix the Boston Con- 
sulting Group (BCG) suddenly turned 
tail in 1981 and made a remarkably 
frank admission of its deficiencies. “It 
can be a helpful tool, but it can also 
be migirading or, worse, a strait- 
jacket.” In some industries, BCG con- 
ceded, its hallowed criteria of high 
market share and exceptionally low 
costs “may not be exceptionally valu- 
- aide” 

To cap it all, BCG recanted its doc- 
trine on “dog” businesses - those 
with low market shares in low growth 
markets. Having preached for years 
that dogs automatically consume «wh 
and "are essentially worthless” (that 
istbey should be taken out and shot), 
r the consultancy turned' full dfrcle and 
invented the concept of the “cash 
dog” - a belated recognition that 
many business portfolios in the stag- 
nant early 1980s consisted of dogs and 
nothing more. 

Recantation has also well-nigh 
scuppered that fad of the mid-1980s, 
"excellence." Having seen over a 
dozen of its “excellent companies" 
stumble in just two years after the 
publication of that blockbuster 
bestseller In Search of Excellence, co- 
author Tom Peters now argues that 
“there are no excellent companies” - 
the pace of change has become far too 
rapid to make any enterprise secure. 
Just as the dgfamking of “excel- 


lence" has gone too far - it contained 
plenty of good, sustainable sense — 
the «g»nu» is true of matrix manage- 
ment, the multi-dimensional organisa- 
tion structures adopted in tbe 1960a 
1970s by all sorts of multination- 
als. a public recantation by a director 
of McKinsey and Co. the consultancy 
most associated with tbe concept, 
helped hasten the move away from it 
by companies which had found it far 
too complex to handle. But that 
helped push multinationals such as 
Philips towards over-simplistic struc- 
tures, in which most national power 
(and much sense of motivation) was 
given up in favour of strong global 
product divisions. Philips ami others 
are now having to backtrack towards 
a hybrid structure which is more 
acceptable to the many nationalities 
who work within it. 

The most exaggerated fad of the 
1980s was globalisation. Here the 
father of the fashion is undisputed - 
that gam** Theodore Levitt of tbe Har- 
vard Business School In an article 
which rapidly became the much- 
touted creed of the then still rising 
Rgatr-hi brothers, Levitt argued that 
modern communications and a host of 
other influences had created a situa- 
tion in which “the world’s needs and 
desires have been irrevocably global- 
ised." He added that “everything gets 
more and more like everything else." 

Levitt's rapid admissio n (in this 
newspaper) that he was exaggerating; 
and that he hart failed to make a cru- 
cial distinction between global prod- 
ucts and global brands, did not end 
the sudden fashion for the globalisa- 
tion of everything. One advertising 
agency after another - and a fair 
number of their clients - dashed to 
buy up everything in sight in order to 
build “global presence.” Diversifica- 
tion was given another boost 

So was another fad of the mid-1980s 

- one-stop shopping, otherwise 
known as the supermarket approach 
to business. In advertising (Saatchi et 
al) and financial services (American 
Express and a bevy of followers) the 
theory was used to justify diversifica- 
tion into a wide range of supposedly 
associated services. The idea was that 
customers - whether individuals or 
corporations - would increasingly 
want to boy all their services from 
the same house. Though practice has 
proved otherwise in many cases, the 
fad is still with us, as evidenced by 
Martin Sorrell’s forays into marketing 
services (in the footsteps of the 
Saatchis), and by Lloyds Bank’s 
moves into estate agency and life 
insurance. 

Passing tribute should also be paid 
to other business fads of the past 25 
years, such as quality circles, the pap- 
erless office, the factory of the future. 
Intrapreneurship, internal new ven- 
ture groups, and Theory Z. One must 
also salute today’s two highest fliers 

— brands and strategic athances/fike 
most - though not all - of the pre- 
ceding fash tons, both have solid roots, 
in the sense that they reflect a belated 
awakening of the wider business 
world to issues which have hitherto 
been the preserve of a far-sighted 
handful of companies. They also rep- 
resent reactions to changing eco- 
nomic and competitive circumstances. 

But, like every fad which has gone 
before, they are also over-reactions. 
As such, they can he wasteful of man- 
agement attention and dangerous to a 
company's health - and therefore iff 
concern to shareholders. 

The judicious observer of tomor- 
row’s latest fashion, whatever it may 
be, should heed a little-noticed warn- 
ing issued by Theodore Levitt just 
after he had launched globalisation 
upon a gullible world. “When it comes 
to implementing the ideas in my 
article", he said, *1 assume that tbe 
reader Is someone of common sense 
and prudence." In the business world, 
as in every other walk of life, that is 
quite an assumption. 


Quiet start 
with Russia 

■ Seventy years ago today a 
small item appealed in the 
Financial Times headed British 
Trade with Russia: Govern- 
ment Insurance Scheme. 

“Arrangements have now 
been made," the article said, 
“whereby the Board of Trade 
Risks Insurance Office, 63 
Comhill EG, will be able to 
give facilities for the Insurance 
of the inland risks upon (a) 
British goods imported into 
Russia, and (b) goods bought 
by British firms for export 
from Russia." 

Cover was initially offered 
only for areas in southeastern 
Russia and the northern Cau- 
casus. but it is clear that the 
British Government was giving 
one of its first big pushes to 
foreign trade, and that was 
the beginning of the ECGD, 
which celebrates its 70th birth- 
day today. 

The FT report anticipated 
the Overseas Trade (Credits 
and Insurance Act) 1920 which 
set up an Export Credits 
Department with a staff of 13, 
including three charladies. The 
word "Guarantee" was for- 
mally added to the Depart- 
ment's name in 1926. 


Modest Bush 

■ President Bush has been 
dubbed Roger Rabbit by some 
of the White House staff 
because he can’t stop travel- 
ling. Yet he Is very modest 
about It. Ronald Reagan, when 
he was President, used to 
ration his public appearances 
in order to maximise the cover- 
age by the media. Bush hardly 
seems to worry if anyone is 
watching or listening. None 
of his three out-of-town even- 
ing speeches this week is h«dng 
billed as newsworthy by the 
White House press office, 
which was quite content on 
Monday for reporters not to 
cover a presidential visit to 
a High School graduation out- 
side Philadelphia. Bush was 
accompanied only by the usual 
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media pool mainly from televi- 
sion and the wire services, 
which goes with the President 
to all public events. Among 
newspapers only the Washing- 
ton Post Is sticking to a policy 
of following the President 
wherever he goes. 


Upside down 

■ One comes increasingly to 
the conclusion that Glynde- 
boume has the wrong end of 
the stick. It is not the cham- 
pagne and picnic at the inter- 
val that maicpc the odd visitor 
doze off during the opera. It 
is the struggle to get there on 
time, especially by car. The 
champagne and whatever do 
exactly what they are supposed 
to do: they refresh you. There- 
fore I think that Glyndebourne 
should reverse its policy and 
try to see that the first part 
of the performance is always 
the shorter. And while on the 
subject, I Chink that London 
theatres and concerts should 
start much later, so that one 
can eat before. 


Glaxo up 


__ The hot dry summer, which 
some say is a symptom of the 
greenhouse effect, is good news 
for the pharmaceutical indus- 
try as the population seeks 
relief from the pollen. 

One of the top selling reme- 
dies is Glaxo’s Ventolin, famil- 
iar to asthma sufferers through 
Us distinctive pressurised 
inhaler. Business is so good 
that Peter Woods, the pharma- 
ceuticals analyst at Warburg 
Securities, has raised his fore- 
cast for Glaxo’s profits this 
year to the £lbn leveL Ironi- 
cally. the spinning inhalers 
are propelled by CFCs, the 
very substance said to damage 
the ozone layer and perhaps 



contribute to the greenhouse 
effect in the first pl*ng- 


Labour Europe 

■Tory backbenchers are get- 
ting careless. Paragraph 28 
of the Treasury and Civil Ser- 
vice Committee’s Aniitogsi on 
the Delors Report cm economic 
and monetary union contains 
som e very strong language. 
“We believe that it is both pos- 
sible and desirable for the 
member states of the European 
Community, including Britain, 
to work towards the creation 
o f mon etary union, a single 
currency and the formation 

of a European Central Bank.” 
It goes on to call for an 

increase in the powers of the 
European Parliament and 
ends: “We believe that the Umo 
is now right for Britain to 
make this historic commit- 
ment" 

This is almost entirely a 
Labou r Party paragraph, put 

lorwara oy the once very left- 

wing Labour MP, Brian Sedge- 
more. Sedgemore is a former 


Treasury official who has 
found his fret cm the Treasury 
committee. There were only 
two Tories present when he 
made his proposals, apart from 
the chairman, Terence Higgins. 
They voted against, but could 
not vote them down. So it is 
beginning to took like a role 
reversal Labour Is the party 
of Europe. * 


Berne Union 

■ Back to the ECGD: Malcolm 
Stephens, Its chief executive 
since 1987, has been elected 
president of the Tn ter rurfinrnai 
union of Credit and Invest- 
ment Insurers, better known 
as the Berne Union. 

Stephens succeeds Roberto 
Ruberti, tbe head of the Itetiam 
equivalent of the ECGD, and 
the job runs for two terms of 
one year, provided nothing 
goes badly wrong in the first, 
ft involves liaising with inter- 
national agencies such as the 
World Bank, the IMF and the 

OECD. The unkm now has 32 
member countries. Including 
quite a few from the Third 
World. In 1988 its volume of 
business rose for the first time 
in recent years: by II per cent 
to £216bn. Total exposure is 
running at around $400bn. A 
former diplomat who has also 
had a sped at Barclays Bank, 
Stephens may -shortly be tak- 
ing extra responsibilities at 
ECGD as well, following the 
publication of the Kemp report 
on its future earlier this 
month. 


Super chefs 

■In case anyone missed it, 

there was an intriguing ad in 

yesterday’s financial Times. 

A group of qualified chefc - 
19 of them altogether - all' 
with overseas know-how in 
i fa carte and banqueting busi- 
ness is looking for a small first 
class restaurant or hotel pre- 
sumably with a view to setting 
np there. Preferred sites are 
Surfers Paradise, Daytona 
Beach, Cape Town or the Ber- 
mudas. 
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Charles Leadbeater on how the courts are limiting British workers’ ability to strike 

oranmiftprs SlHnwl i n g tn I - - - ~ - ■ nmnASinff Nunnlftv rhamwo mnr 


L ondon commuters struggling to 
cope this morning with the sev- 
enth 24-hour strike by London 
Underground staff in the last 
two months would need some persuad- 
ing on claims by union leaders that 
British works's* right to strike Is in 

doubt. 

Tube train drivers, sub-contract 
workers in the North Sea and steel erec- 
tors on Loudon construction sites have 
in recent weeks withdrawn their labour 
in unofficial strikes without penalty 
from their employers or the courts. 

After the 198*85 miners* strike, the 
number of workers involved in indus- 
trial disputes rose from 538,000 In 1986 
to 759,000 last year, and the number of 
working days lost a year increased from 
l.9m to 3.7m. 

Since the two-week British Telecom 
strike in early 1987, which signalled the 
return of the national private sector 
dispute, there have been a series of 
strikes at Ford, P & O Ferries, T-awi 
Rover, VSEL the shipbuilders, as well 
as a swarm of minor stoppages. 

Each spring fra: the last two years 
there has been talk of a return of indus- 
trial discontent with several disputes 
developing together. Despite legal 
action by employers the imions have 
been able to go ahead with strikes at 
British Rail, after the High Court 
rejected the employers’ claim, and at 
London Underground after the NUR 
reballoted its members. The most 
remarkable decision came yesterday 
from the Law Lords which gave its 
sanction to a strike by the TGWU over 
the consequences of the abolition of the 
National Dock Labour Scheme, over- 
turning the previous decision of the 
Appeal Court. Why then, should there 
be any doubt over the ability of workers 
and mrirma tO call strikes? 

The most obvious reason is the legal 
action taken by London Underground, 
British Rail and port employers in an 
attempt to prevent primary disputes fol- 
lowing a ballot. Previously, unions had 
expected only to get into legal difficul- 
ties if they called a strike without a 
ballot or attempted secondary or sym- 
pathy action. Now the right of unions 
to call strikes over primary trade dis- 
putes has been thrown in doubt. 

The Government plans to introduce a 
code of practice governing industrial 
action ballots which will significantly 
tighten voting procedures. In addition, 
it is planning legislation to clamp down 
on unofficial action. 

Many union leaders believe these 
moves are part of a continuing offen- 
sive by the Government and employers 
on workers’ right and union power. But 
they must also be set against wider 
industrial relations developments 
which may be changing the role of 
strike action in the armoury of collec- 
tive bargaining. 

The increase in the proportion of the 
workforce which is nan-unionised, the 
spread of single- union, strike-free agree- 
ments on greenfield sites, the introduc- 
tion of extended conciliation and arbi- 
tration procedures in established 
plants, the growth of technical and pro- 
fessional Jens at the expense of semi- 
skilled manual jobs, and the introduc- 
tion of more individualised approaches 
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to pay and benefits may mean that 
strikes will become less nnmmrm as a 
way of settling conflicts of interest at 
work. 

In the UK, nntiite in many, other 
countries in Europe and North Amer- 
ica. there is no positive right to strike. 
Workers can be dismissed for breaching 
their contracts of employment by tak- 
ing either official or unofficial action. 
Unions can be sued for the damages if 
they authorise strikes. The only “right” 
is that since 1906 unions Involved in 
strikes have some immunities from 
legal against them. 

The rtfafm that the British right to 
strike is under attack Is that these 
mmiinitifla have been so weakened as 
to be useless: unions no longer have 
any protection against legal action from 
employers. 

The first big constraint on unions 
came In the early 1980s with limits on 
unions’ ability to call secondary indus- 
trial action and the Introduction of pre- 
strike ballots. Secondary action has 
been all but outlawed. Unions have 
grown so used to ballots that they are 
now able to use them tactically In pay 
bar gaining . Employers have become 
increasingly sceptical at their validity 
as measures of whether people really 
want to go on strike or merely 
strengthen the hand of their negotte- 


The increasingly tactical use of pre- 
strike ballots is in part responsible for 
employers using the law in a more tac- 
tical way. Mr John Monks, the TOC’s 
deputy general secretary, says: “The 
significance of recent developments is 
that even ballots over primary indus- 
trial action, which clearly involve a 
trade dispute with an employer may 
now be questioned.” 

This hag meant that increasingly — 
in trig disputes at least — unions’ plan* 
for industrial action will have to run in 
parallel with plans for legal action. 

Thus both London Underground and 
British Rail have sought to question 
ballots on purely technical, leral 
grounds such as the wording of the 
ballot paper or the conduct of the bal- 
lot These cases marked a new high 
water mark for judicial involvement in 
industrial disputes because the courts 
were Miked to comment on the detailed 
interpretation and meaning of a ques- 
tion on a ballot paper. 

Balloting in primary disputes is likely 
to become trickier for unions. First, the 
issues at stake are becoming more com- 
plex. It is relatively easy to frame a 
dear “yes-no" question on a pay offer. 
It is more difficult to frame a clear 
question when many companies are 


proposing complex changes to working 
practices and collective bargaining 
arrangements. 

Second, the 1988 Employment Act has 
introduced as yet untested provisions 
about the constituencies which unions 
have to ballot. The act says that the 
onion requires a ballot majority in 
every relevant bargaining unit before it 
can call a strike, and there must be a 
common link between workers within 
the appropriate bargaining nntt. 

Within the break up of national pay 
bargaining, and corporate restructuring 
to create more decentralised businesses, 
it may become more difficult for unions 
to argue that such common links exist 
to underpin national strikes. 

Thus the British system of industrial 
relations is becoming much more 
legally structured, with dispute Increas- 
ingly channeled into formal, lega l pro- 
cedures. Often negotiations do not start 
in earnest until a ballot has been called , 
and then plans for industrial action 
cannot be pursued until the case h as 
gone through the courts. 

The effect is that the British system 
of industrial relations has shifted away 
from the principle it has traditionally 
been based on - that collective agree- 
ments should purely voluntary self 
regulating. It is becoming more like the 
North American system, where lawyers 
are deeply involved in disputes from 
their inception because collective con- 
tracts are legally enforceable. 

This has made it more difficult for 
unions to call official action. But it is 
not impossible, as is shown by decisions 
this week by the High Court in the 
British Rail case and the Law Lords in 
the case of the docks dispute. 

The extra difficulty unions free in 
calling official disputes may, however, 
make it more likely that frustrated 
workers will take unofficial wildcat 
action. The Government legislation's 
ultimate sanction is sequestration of 
the assets of a union as a corporate 
body if its officials authorise industrial 
action. It does not affect individuals 
who take spontaneous action organised 
through word of mouth. 

Although workers taking unofficial 
action can be dismissed, the Govern- 
ment is considering further legislation 
to damp down on this form of strike 
action. 

Mr Bob Hepple, Professor of Law at 
University College London, says: “The 
distinctive thing about this Govern- 
ment is that they want to squeeze 
industrial action out of the system alto- 
gether, they just do not want strikes. In 
other countries such as West Germany, 
the US and Canada, the law gives pref- 
erential treatment to official action. So 
while it is aimed at limiting strikes it 
encourages official rather than unoffi- 
cial action." 

Thus political strikes and secondary 
industrial action have already been out- 
lawed. An by the end of the decade it 
will be much more difficult for unions 
to call strikes in primary disputes. 

The British “right to strike" will 
remain But it will be tightly penned in 
by a set of interlocking legal fences. 
Exploited by employers, these will 
increasingly make the courts the final 
arbiter of when unions can call strikes. 


Financial services industry 


tti 


By Stanislas Yassukovich 


T he jury is still out on 
the UK's system of prac- 
titioner-based self-regu- 
lation of the financial services 
industry within a statutory 
framework. The next year or so 
will determine its shape for the 
1990s, but further strain will 
come when the Government 
has to implement the relevant 
EG regulatory directives. The 
debate on the future blueprint 
has already begun. 

Practitioners have not 
noticeably warmed to new- 
style self-regulation. The 
industry is suffering from 
acute regulatory fatigue. The 
system has proved more 
detailed, legalistic and expen- 
sive than we expected. Is it 
worth paying for the privilege 
of regulating yourself when - 
under a full statutory system 
- the Government might do it 
with no more bureaucracy, and 
at the taxpayers' expense? 

This remains a question 
worth posing. But the over- 
whelming majority in the City, 
who are not questioning the 
concept of self-regulation, do 
question the way in which the 
“statutory framework" has 
been interpreted and imposed. 
The UK is rightly proud of its 
tradition of self- retaliation. In 
seeking to improve the opera- 
tion of the Financial Services 
Act or in negotiating and 
implementing EC directives, 
we should not be timid in 
defending the principle and its 
benefits. 

Happily, we now have the 
chance for early reform. The 
City has been particularly con- 
cerned at the prospect of US- 
style settlement-driven litiga- 
tion under section 62. Now the 
Government has thankfully 
agreed to restrict to individual 
investors the right to sue for 
loss attributable to rule 
breaches. Better still, the draft 
amendments to the Financial 
Services Act by the Govern- 
ment offer a prospect of genu- 
ine practitioner-based regula- 
tion through self-regulating 
organisations (SROs). 

SROs are now discussing 
with the Securities and Invest- 
ments Board (SIB) the princi- 
ples - the moral precepts of 
the Industry - and general 
rules which the SIB will desig- 
nate for incorporation into 
SRO ratebooks. These core 


rules will be actionable under 
section 62. but not the princi- 
ples, though both will be 
enforceable by the SROs. The 

SROs will then be free to set 
more detailed rules, which will 
adapt the higher order of “des- 
ignated” core rules to their 
individual market-places. All 
rules will have to pass a cost- 
effectiveness test. The Securi- 
ties Association is already con- 
sidering ways of applying a 
cost-benefit analysis to its own 
rules. 

The market will not give reg- 
ulators another chance to get 
things right. Quite apart from 
EC directives, competitive 
pressures make it Imperative 
that we agree upon a regime 
which complements London’s 
existing advantages as 
Europe's main financial centre, 
and leaves the industry free to 
compete on equal terms in the 
single European market. Com- 
placency based on London's 
present lead is highly 
dangerous. 

What, then, are the essential 
elements of such a system? 
First, rulebooks must be sim- 
ple yet enforceable. Private 
investors must continue to be 
well-protected but market pro- 
fessionals may well need little 
more than codes of practice to 
supplement the principles and 
designated rules. Second, we 
need consistency where the 
rules of different SROs cover 
similar ground. 

The basic architecture may 
be difficult to simplify, but reg- 
ulation cannot be good regula- 
tion if those it protects do not 
understand who protects them 
and how. There is a strong 
case for differentiating more 
precisely the respective respon- 
sibilities of the SIB and the 
SROs. 

At present, the SIB has 69 
directly registered firms, of 
which the building societies 
form the main category. To dis- 
charge its direct regulatory 
duty, SIB has needed its own 
detailed rule book and enforce- 
ment staff. The proposed 
amendments to the act present 
an opportunity for rationalisa- 
tion. SIB should be empowered 
to delegate to SROs surveil- 
lance of directly authorised 
firms, and require those firms 
to follow the relevant SRO 
ratebook (all rulebooks remain 


under the ultimate control of 
SIB). 

Why should the directly 
authorised businesses not 
enjoy the economies of scale 
afforded by the SROs? SIE’s 
role would be to occupy the 
high ground of the industry, 
authorising and monitoring 
the performance of SROs. 
exchanges and other recog- 
nised bodies, it would be the 
ultimate guardian of the health 
of UK firms and markets. It 
would take the lead in the 
increasingly close co-operation 
among international securities 
supervisors and would occupy 
a unique position based on its 
closeness to Government and 
to the SROs. 

I refer advisedly to the SROs. 
I continue tc believe that the 
self-regulating organisations 
are by far the closest to devel- 
opments in the markets, be 
they new instruments, tech- 
niques, technologies or types of 
risk. Yet if the system becomes 
rigid and bureaucratic, it will 
become Increasingly difficult 
to engage senior practitioners 
in its policy-making and 
enforcement, and the City’ will 
have to settle for statutory- 
style supervision which runs 
so counter to its tradition. This 
could frustrate one of the 
objectives of the act - the 
enhancement of London as an 
international financial centre. 
The task of achieving this 
should not be underestimated. 

Vigilance is required on 
other fronts, too. Enthusiasm 
for early agreement on EC 
directives to liberalise the 
h anking and securities indus- 
tries must not force an early 
and unplanned restructuring of 
the regulatory system. The 
Securities Association will be 
pressing over the coming 
weeks for sensible rulebooks, 
clearly defined roles for SIB 
and the SROs. and less duplica- 
tion between them. 

UK regulators must be suc- 
cessful with the current oppor- 
tunity for reform if London is 
to maintain its competitiveness 
as a world financial centre. 
Only then will the Government 
have a cause worth fighting for 
in negotiating Britain's place 
in Europe. 

The author is Chairman of The 
Securities Association. 


Moral courage over Hong Kong 


From Mr Richard Harris. 

Sir, The people most quali- 
fied to judge the Hong Kong 
situation are long-term Hong 
Kong expatriates with 20 years 
experience in Bong Kong and a 
similar period in the UK, who 
have no particular axe to 
grind. One can therefore appre- 
ciate the one-sided argument 
presented by Timothy Raison 
MP in the Financial Times 
(June 14) about foil UK dtizen- 
ship for Hong Kong citizens. 

The problem is not whether 
UK citizenship should be given 
to Hong Kong/ British citizens. 
It is that the UK has not safe- 
guarded Hong Kang's fixture in 

Cyclists shoot 
the rapids 

From Mr Stephen Langton. 

Sir, Your correspondent 
(June 19) suggests a weir 
across the Thames below Lon- 
don Bridge to do roughly what 
the Old Bridge did - perhaps 
even including the thrill of the 
rapids at low tide. 

In her article on the London 
Underground (June 19), Rachel 
Johnson asks where will pas- 
sengers go (if forced off the 
system by price increases). 

On to their bicycles should 
be one answer. I have tried it 
recently: it is convenient but 
also dangerous. What about a 
roofed bicycle track floating in 
the Thames? 

Some serious thought should 
be given to cyclists’ problems. 
Two bicycles in motion take up 
the same road space as one car. 
I suppose ID bicycles can be 
parked in one car space. 
Stephen Langton, 

25 Dehrino Road, SW6 


the much heralded Joint Decla- 
ration with China. 

This is now worth only as 
much as China's respect of 
world opinion - or the lives of 
Chinese citizens currently 
being executed m that country. - 
China, by the Peking massacre, 
has shown itself unready to 
govern Hong Kong, a sophisti- 
cated, western-orientated city. 

The 128m passports are only 
required to ensure Britain’s 
commitment to measures that 
will prevent the Tiananmen 
killings from being repeated in 
Hong Kong's Statue Square. 
The British Government has to 
understand that it can 

Pay at the top 

From Mr JJD. Sutherland. 

Sir, Michael SkapinkBr*B 
Interesting article on top peo- 
ple’s pay (June 17) makes little 
mention of its Impact on infla- 
tion, or on other, Jess highly 
paid, people. 

At 8^ per cent, we have the 
highest inflation rate in 
Europe. How do you persuade 
workers to accept 7 per cent 
when the bosses are sometimes 
getting more than 10 times 
that amount? 

More important: has the idea 
of “fair do’s" been finally 
chucked out of the window - 
to be replaced by Tin on the 
plane. Jack. Take off*? 

JD. Sutherland, 

43 WesleUa Way, 

KirkeUa, 

RttU, Humberside 

From Mr G.M. Armitage. 

Sir, The most distressing fea- 
ture in the explosion in some 
unbife company board Hilaries 
is the example this sets to the 


save many lives. 

K must also understand that 
Hang Kong is a very special 
place to Hong Kong people, 
who will only leave if threat- 
ened by mortal danger. It 
would seem a brave gamble, 
but it Is actually a cheap way 
for Britain to hold its head up 
as an example of moral cour- 
age to the rest of the world. 

So Ear our country - which 
has brought so much moral 
leadership to the world - has 
not faced the music. 

Bichard Harris, 

60S May Tower. 

7 May Road, 


workforce as a whole. 

It is absolutely right that 
people should receive suitable 
remuneration for their efforts, 
but care must be taken, when 
making large adjustments, to 
the example set for pay settle- 
mehts in general. After all, the 
reduction in the top income tax 
rate to 40 per cent provides a 
great benefit to the higher 

paid 

There is no hope of Inflation 
being constrained in the long 
term unless large settlements 
are moderated substantially; 
pic boards must carry the bur- 
den with the rest of the work- 
force. There has been ample 
opportunity to correct the 
remuneration of any employ- 
ees not adequately paid. The 
fight against inflatio n is too 
important to have a privileged 
section of the community. 

GJt Azznltage, 


99 Ooerstrand Road. 
Cromer, Norfolk. 


Taking IT 
seriously 

From Mr DU. Woodward. 

Sir, Alan Cane’s “Why senior 
managers do not take IT (infor- 
mation technology) seriously" 
(June IS) lacked space to air 
the important subject of execu- 
tive education. Many senior 
managers cannot be accused of 
“pot taking IT seriously" - 
they do not know enough to 
form an opinion. But most 
hav e had bad exp eriences with 
computer systems. 

The issue Is to define the 
level and type of education 
they require: they need to 
understand FT as they under- 
stand the functions of finance, 
marketing and personnel. For 
exam pl e, they need not know 
the technicalities of employ- 
ment legislation In order to 
deploy and manage staff Why 
should the busy executive need 
fully to understand the technt 
cal details of FT or its jargon to 
use information effectively? 

Executives need help and 
education to understand their 
rote in identifying and manag- 
ing information as a key busi- 
ness resource, and the part 
they must play in the appropri- 
ate exploitation of IT to 
achieve business objectives. 
There is, for many business 
managers, a wide gap between 
their business's strategy and 
the IT services dettyered. 

Experienced practitioners 
«nd academics have a responsi- 
bility to help e x ec uti ves bridge 
this chasm. Our ottjective must 
be to generate understanding, 
commitment and confidence in 
IT so that business managers 
can take the visionary leap for 
1992 and beyond. 

DJL Woodward, 

Boskyns Croup, 

130 Shctftesbury Amtue, Wl 


View of Opus Dei 


Hand that rules the world 


From Mr Ires Mascarenhas 

Sir, Kevin Rafferty’s review 
of Mr Walsh’s caricature of 
Opus Dei (June iff) seems to 
reflect a view which is now 
dated to the Me 1970s. 

On his retirement. Arch? 
bishop AHbraudi, the Apostolic 
Nuncio in Ireland, said in refer- 
ring to this: To the myopic, 
and often jaundiced, eyes of 
some liberal critics, the estab- 
lishment of Opus Dei as a per- 
sonal Prelature seemed to be 
prejudicial to the diocesan 
jurisdiction of the bishops. 
Nothing could be further from 
the truth: Opus Dei, in its new 
legal situation as a personal 


Prelature, maintains the 
respect tar established ecclesi- 
astical authority it always 
had,” 

Your reviewer is also “fright- 
ened" by some of Mr Walsh’s 
account If it were true, so 
would 1 be. But some of the 
defamatory allegations 
reported in the book have 
already bees jud ged I n a Ger- 
man court to be without foun- 
dation. In opting not to say 
this, Mir Walsh foils to be feir 
towards Opus DeL 
Ives Mascarenhas, 

Information Qffke of /he Opus 
Dei Prelature in Britain, 
SOrmeCourt, W2 


From Mr Shorn Gaoaghtm. 

Sir, As we of the supporters 
of the Young Enterprise 
scheme (Observer, June SLI 
endorse your comment on the 
predominance of girls achiev- 
ing the top awards for the 
examination. 

We also observe that, in the 
composition of the Young 
Enterprise companies (regis- 
tered with Young Enterprise 
rather than Companies House), 
it is the boys who facially hold 
the key board positions. It is 
noticeable, however, that when 
the board is re-elected halfway 
thro ugh the life of the com- 
pany, the girls mostly take 


ova: and nm the companies. 

This is an interesting paral- 
lel with the business world. We 
see more and more women set- 
ting up and running their own 
businesses - one of the more 
attractive outlets for their tal- 
ents. 

Over Its 25 years Young 
Enterprise has prod u ced many 
highly employable young peo- 
ple who understand the princi- 
ples afbnsiness, and will go on 
to contribute fully to the UK’s 
wealth and welfare. 

Kevin Gavaghan, 

Marketing Director, Midland 
Bank, 

47 Cannon Street EDi 
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Rafsanjani leads Iran out of quarantine 

The Moscow visit reflects an urgent need for foreign contacts, reports Tony Walker 


W HEN AE Akbar Hash- 
emi Rafsanjani, 
Iran’s powerful par- 
liamentary speaker, announced 
within days of Ayatollah Kho- 
meini’s death that he would go 
ahead with his planned visit to 
Moscow this month, it was an 
early and emphatic sign of 
Iran's desire to improve ties 
with the outside world. 

Mr Rafsanjani was careful, 
however, to emphasise on the 
eve of his departure that the 
visit had received the Ayatol- 
lah's blessing. Mr Rafsanjani 
quoted Iran’s deceased spiri- 
tual leader as urging him to 
“try to enhance relations with 
our northern neighbour.” 

Armed with this divine sanc- 
tion, Mr Rafsanjani, who 
arrived in Moscow yesterday, 
was able to go ahead with the 
visit in spite of the fact that 
Iran 1s still engaged in a 40-day 
period of official mourning. It 
is a measure of the importance 
that the regime attaches to its 
relations with the Soviet Union 
that the visit is proceeding 
more or less as planned. 

It continues a pattern of 
intensified contacts with the 
East Bloc apparent since early 
this year. This followed the 
Salman Rushdie affair and the 
interruption to Iran's gradual 
opening to the West after last 
July's Gulf War ceasefire. 
Attempts by Mr Rafsanjani and 
his supporters to promote a 
policy of “Westpolitik" in the 
latter part of 1988 were 
severely set back by the row 
over The Satanic Verses. 

Mr Rafsanjani seems bent on 
resuming that process but he is 
obliged to tread warily during 
a difficult transitional phase. 
Visits to East Bloc stales {Bul- 
garia and Hungary are also 
believed to be on the parlia- 
ment speaker's current itiner- 
ary) are expected to mark the 
beginning of the end of the iso- 
lationism and extreme xeno- 
phobia that prevailed under 
Ayatollah Khomeini. 

Iran's most immediate con- 
cern has been to secure assis- 
tance in post-war reconstruc- 
tion and, more particularly, in 
rearming its mflttary. Short of 
money and unable to borrow 
because of an official ban on 
foreign loans, Iran has been 
obliged to turn to the East Bloc 
for less expensive armaments 
and ones that can be paid for 
in bartend olL 

. “The major factor In rela- 
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THE Soviet Union yesterday rolled out the red 
carpet for Hojatoleslam All Akbar Hasheml 
Rafcanjani, the Speaker of the Iranian parlia- 
ment, giving him virtual head-af-state treat- 
ment as be arrived for a three-day ntwrial visit, 
Quentin Peel writes from Moscow. 

He Is pictured above being greeted at 
Moscow's Vnukovo airport by Mr Anatoly 
Lukyanov (left), the vice president, who fre- 
quently deputises an formal occasions for Presi- 
dent Mikhail Gorbachev, and Mr Eduard Shev- 
ardnadze, the Foreign Minister, before being 
whisked off to the Kremlin to meet the Soviet 
leader. 

The visit, at the highest level of any contact 
since the Iranian Islamic revolution in 1978, 

Was rffaHm l y ilawfl wA as “aw nffWa^ MwiAly 

visit” by Mr Gennady Gerasimov, the Soviet 


spokesman, who stressed that Mr Rafeanjani 
was there at tile personal invitation of Mr Gor- 
bachev. 

The official welcoming ceremony — wsnafiy 
reserved for heads of state - was held in the 
Grand Kremlin Palace before the two leaders 
settled down to their first round id talks. 

Soviet have been at pains to s tre ss 

the dramatic im p ro vem ent in relations b e tw een 
tite two neighbours, it is little more than a year 
since mobs attacked the Soviet embassy in Teh- 
ran and consulate in Isfahan because Moscow 
supplied missiles to Iraq in the Golf War. 

In spite of the enthusiasm underlying rela- 
tions remain uneasy, with the Soviet anthori- 
tiss wmismwi about the danger of Islamic fun- 
damentalism sweeping fflselr central Aslan 
republics. 


tions with the East Bloc is 
Iran's need to re-equip its bat- 
tered armed forces,” said a 
Western official in Tehran. He 
said that Iran's defence pro- 
curement had two objectives: 
these were its need to diversify 
sources of supply and to secure 
a transfer of technology to its 
own military industries. 

In April, Iran is understood 
to have reached agreement 
with the Soviet Union on a 
fairly large consignment of 
arms, including 300 T-72 and 
150 T-54 and T55 tanks, 200 
130mm artillery pieces and 
2,000 military vehicles. This 
agreement, while important, 
will not make much impact on 
Iran’s requirements. “This is 
only a drop in the b uc k et of 


what is needed,” said the West- 
ern 

Recent reports that Iran was 
also in the market for Soviet 
MIG-29 aircraft and T-82 famfra 
were discounted by military 
attaches in Tehran on the 
grounds that these items 
would be too expensive. If 
money was available, Iran 
would probably prefer to buy 
sophisticated military equip- 
ment in the West 

Iran is also buying from 
China and North Korea. A visit 
in early May to Peking and 
Pyongyang by President Ali 
Khamenei resulted in arms 
agreements but no itetaiis were 
released. Significantly, Iran 
recently increased oil ship- 
ments to both countries. 


Iran has also been in fre- 
quent contact with other 
important Third World arms 
suppliers, notably Brazil and 
Yugoslavia. But no important 
arms deals have been 
announced since the end of the 
Gulf War. 

The first half of 1989 has 
seen a flurry of high-level con- 
tacts between Iranian and 
Soviet officials. The visit to 
Tehran in February of Mr 
Eduard Shevardnadze, the 
Soviet Foreign Minister, helped 
to break the ice. 

Iran and the Soviet Union 
are now engaged in discussions 
on a range of co-operative ven- 
tures, including industrial pro- 
jects, reconstruction of steel 
and power plants, Soviet par- 


Strong dollar hits hopes of US deficit cut 


By Peter Riddell, US Editor, in Washington 


THE US Administration is 
becoming increasingly worried 
that the appreciation of the 
dollar may dash its hopes of 
achieving a further substantial 
reduction in the country's 
trade deficit. 

Mr Charles Dallara, Assis- 
tant Secretary of the Treasury 
for International Affairs, said 
yesterday that the current 
level or the dollar was “a cause 
of concern for us," - a rare 
public expression of disquiet 
from the tJS Treasury. He said 
the strength of the dollar 
“would undermine the adjust- 
ment process," in a reference 
to the US trade figures. 

Mr Dallara’s remarks go fur- 


ther than those by Mr Robert 
Mosbacher, US Commerce Sec- 
retary. on Monday. Mr Mos- 
bacher expressed concern 
about the level of the Hnllar 
but maintained that US 
exports would do well if the US 
currency remained within its 
limits of the past week. 

These comments reflect the 
growing belief in the Adminis- 
tration that last year’s reduc- 
tion in the trade deficit has 
been checked and could even 
be reversed in view of the 
recent strength of the dollar 
against the Japanese yen and 
the main European currencies. 

One of the hopes behind the 
fall in US interest rates two 


weeks ago was that it might 
take some pressure out of the 
dollar, but there are limits to 
how much further this 
approach can go. 

While the Administration 
has opposed any further rise in 
US interest rates - and semi- 
publicly urged the foil in rates 
- it is reluctant to push the 
Federal Reserve too much in 
view of the continuing infla- 
tionary pressures in the US 
economy. 

There have been divisions on 
tiie Fed’s policymaking Open 
Market Committee between the 
regional presidents who gener- 
ally favour a tough monetary 
approach to reduce inflation 


and some of the Washington- 
based governors who are less 
worried about the dangers of 
an acceleration In the rate. 

But the resulting policy has 
been cautious, waiting for 
clearer evidence of a end to the 
pick-up in inflation and or an 
economic slowdown, and 
responding to market move- 
ments in Interest rates. 

Mr Dallara also said that 
debt reduction and debt service 
reduction for indebted nations 
were not substitutes in total 
for new tending by the interna- 
tional financial community. He 
argued that new lending 
should be tied to the specific 
needs in each debtor country. I 


Business attempts to halt 
exodus from New York 


Soviet town under curfew 


By Janet Bush in New York 

NEW YORK’S position as the 
world capital of financial ser- 
vices is under threat as 
reduced profitability and 
increased competition have 
forced many financial compa- 
nies to consider whether the 
value of location in the city 
justifies the high cost. 

This is the conclusion of a 
task force of more than 40 chief 
executive officers of financial 
services companies, formed by 
the New York City Partnership 
of business leaders. This group 
works to improve the city’s 
social and economic climate. 

The task force, beaded by Mr 
W illiam Schreyer. chairman of 
Merrill Lynch, said: "Hthe city 
is to retain its traditional role 
as the world financial capital, 
it must begin now to address 
concerns which lead firms to 
move or expand elsewhere.” 

His comments came as a 


report was published in Crains 
New York Business magazine, 
saying that Merrill Lynch was 
considering a shift to New Jer- 
sey of 2,000 employees in its 
back-office operation. 

The taskforce called for a 
long-term programme which 
would better educate New 
York workers and Improve the 
fairness of the tax system, par- 
ticularly by eliminating tax 
provisions which discriminate 
against financial service and 
other service companies, ft also 
urged the city to make it easier 
to develop office space outside 
central business districts, and 
to create a more robust tele- 
communications system. 

The taskforce also urged 
companies to help improve 
public schools and increase the 
availability of child care so 
that more women can enter the 
workforce. 
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Continued from Page 1 

of the lack of skills among the 
local population, according to 
Soviet journalists in Alma 
Ata, the Kazakh capital. In 
addition, co-operative cafes 
targeted by rioters, blaming 
them for high prices and food 
shortages, are often run by 
Georgians and Armenians. 

Novy Uzeu, founded only 20 
years ago, is a typical Soviet 
new town built to cater for the 
crash development of the ofl 
and gas industries, without 
proper provision of social ame- 
nities, according to Mr Valeary 
Burinkov, correspondent in 
Kazakhstan for the newspaper 
Sozialisticheskaya IndnskbL 

He said nothing could grow 
in the surrounding desert, as a 
result of which the town is 
continually short of fresh fruit 
and vegetables and adequate 
water supplies. Prices are also 
much higher |j| the 
towns of Kazakhstan. 

There is also high unem- 
ployment among young peo- 
ple, who are not trained to do 
skilled jobs in the oil industry. 

However, he discounted the 
racial factor as the major 
came of the riots, saying that 
socio-economic conditions 
were more important. Apart 
from Kazakhs and Azeris, the 
town includes a whole variety 
of ethnic groups such as Rus- 
sians, Armenians, Georgians. 
Chechens and Ossets. 

The Tass report last night 
said that two of the dead in 
the riots were KaMtho , ami 
one was from the minority 
Lezghin group from Daghes- 
tan. Forty-two rioters had 
been detained. 

“Efforts to stabilise the situ- 
ation are being hindered by 
extremists who have not aban- 
doned their attempts to kindle 


ethnic conflicts,” it said. 

Although the disturbances 
have been on a much smaller 
scale than the recent race riots 
in neighbouring Uzbekistan, 
there are ominous whniiwrtttoa 
for the Soviet authorities. 

Both have erupted in areas 
with bad social and economic 
conditions, where for the first 
time reports admit to wide- 
spread unemployment, espe- 
cially among the young. 

In both cases, officials have 
blamed unidentified "instiga- 
tors” for exploiting economic 
grievances to spark ethnic 
rivalry. There have certainly 
been racial aspects to the 

In Uzbekistan there was also 

a religious element, with 
Islamic fundamentalists 
accused of having a hand in 
chokes between the majority 
Sunni Mosl ems and the Shia 
minority. 

Latest figures for the Uzbek 
disturbances say that 99 peo- 
ple died in the Fergana valley 
when crowds of Uzbek you tbs 
attacked Meskhetian Turks. 
More than 1,000 people were 
wounded, 753 homes horned 
down, as wen as 27 govern- 
ment buildings, a Soviet Inte- 
rior Ministry spokesman said, 

A graphic report was pub- 
lished in Trad, the mass-circu- 
lation trade onion newspaper, 
blaming “a guiding hand 
behind the criminal groups” 

The reports suggest that the 
authorities may be hoping to 
blame unofficial nationalist 
groups in Uzbekistan, 
although Mr Nikolai Ryzhkov, 
the Soviet Prime Minister, 
himself accused local Commu- 
nist Party officials, and even 
members of the police, of con- 
nivance. 


ticipation In the construction 
of the Tehran metro and a 
joint shipping line on the Cas- 
pian. The Soviet Union has 
announced that it will extend a 
L2bn roubles ($L83bn) credit to 
Iran. 

Among important issues to 
be discussed by Mr Rafsanjani 
in Moscow is the supply of 
2bn-3bn cubic metres of gas 
annually to the Soviet Union, 
beginning next year. This 
would be destined for the ener- 
gy-starved Azerbaijan region 
across the border from Iran, 
but there is also interest in 
transporting Iranian gas to 
markets in Europe though 
Soviet pipelines. 

The two neighbours would 
seem to have a strong mutual 
interest in Improving ties after 
a decade of hostility during 
which Moscow was often 
bracketed with Washington as 
<me of the Islamic revolution's 
principal enemies. Ayatollah 
Khomeini saM once h«»* wwii 
was worse than the other. 

The Soviet Union has long 
been concerned about the 
influence -of Iranian militancy 
on its restless Mnaiwn minori- 
ties in its southern regions bor- 
dering Iran. Pragmatists in 
Iran no doubt see an opening 
to Moscow as an avenue to a 
general improvement in rela- 
tions with the outside world. 

Tehran, for the moment, 
appears to be taking a benign 
view of Soviet policy In 
Afghanistan. It has not, for 
example* made an issue of con- 
tinuing Soviet air strikes 
against anti-government 
knees. 

Mr Rafsanj ani said before 
leaving Tehran that he hoped 
his visit would open a “new 
chapter in Iran-Soviet rela- 
tions, and in the history of the 
region.” The parliamentary 
speaker and putative President 
might also have said that his 
visit to Moscow is part of a 
wider strategy of ending Iran’s 
isolation internationally. 

Si gnifican tly, the En glish- 
language Tehran limes com- 
mented yesterday that Iran 
would weak for better relations 
with other countries as welL 
“Even though there is a long 
way to go in normalisation of 
relations with the West,” the 
paper said, “events of the past 
two weeks have given Iranian 
statesmen more roam for polit- 
ical manoeuvring.” 


Deadlock 
in Greece 
continues 

By Andrlana lenxflaconou 

in Athens 

MR Christos Sartzetakis, the 
Greek President, yesterday set 
in motion the constitutional 
procedure for resolving the 
political deadlock resulting 
from Sunday’s inconclusive 
general election. The opposi- 
tion Conservatives de fe ated the 
ruling Socialists but foiled to 
secure a majority of seats in 
the 300-member parliament 

As a first step the president 
asked Mr Constantine Mttso- 
takis. leader of the conserva- 
tive New Democracy party, to 
try to form a viable govern- 
ment New Democracy beat the 
Socialist Party (Pasok) with 
44.4 per cent of the vote and 
144 seats against 39 per cent 
and 125 seats. 

The president asked defeated 
Socialist Prime Minister, Mr 
Andreas Papandreou, and his 
government to remain tempo- 
rarily in a caretaker capacity, 
but Mr Mitsotakls moved 
swiftly yesterday to challenge 
Basok's authority, particularly 
on foreign policy. The Conser- 
vative leader caned for collec- 
tive decision making until a 
new government was formed. 

Mr Mitsotakls also argued 
that Mr Papandreou should not 
represent Greece at next 
week’s European Community 
Summit in Madrid, suggesting 
the president attend instead. 

If the New Democracy 
lea d er ’s attempts at a coalition 
fail, the president must give 
the mandate in turn to Mr 
Papandreou and Mr CharDaos 
Florakis, the leader of the 
Communist Alliance, which 
ran third on Sunday with 13 
per cent and 29 seats. 

The Communists rejected Mr 
MitsotaMs’ proposal for the for- 
mation of a temporary coali- 
tion with the Alliance and indi- 
vidual Socialist deputies. 

The chances of Pasok depu- 
ties defecting to New Democ- 
racy appeared minimal. Mr 
Mitsotakis proposes the coali- 
tion would have had the task 
of setting in motion the parlia- 
mentary process for prosecut- 
ing members of the outgoing 
Socialist government impli- 
cated in financial scandals. 

The Alliance instead hinted 
at a coalition with a section of 
Pasok, minus Mr Papandreou 
who was rejected as the main 
figure identified with corrup- 
tion and mliananng imr u ent, MT 
Papandreou, however, yester- 
day made a pitch for a coali- 
tion with the Communists. 


Cashing up at 
Gateway 


The market thinks the battle 
for Gateway is over bar the 
shouting, and is not even 
expecting much of that Proba- 
bly Isosceles has lost, although 
it does have a few cards left 
should it choose to play them, 
ft Is Gateway’s biggest share- 
holder with 19 per cent; and its 
offer contains a touch of 
equity, the value of which it 
may be able to talk up a bit 
Isosceles can also argue its 
case - somewhat academically 
as Wasserstetn Perella is offer 
ing cash - on the merits of the 
opposing retailing strategies. 
However it Is doubtful whether 
ft would win; even though the 
food retafling analysts are wed- 
ded to the Isosceles notion that 
superstores and small super- 
markets do not go together, the 
rival plan to divide up Gate- 
way’s business regionally 
seems sensible enough. More- 
over, Isosceles has no retail 
management to speak of, while 
Mr Wood has shown himself 
capable of transforming a loss 
making A & P into a tolerably 
profitable retailer, repaying a 
pale of borrowings at the same 
time. Unfortunately, Mr Monk - 
not exactly perce iv ed as a pins 
for Gateway - comes as part of 
the new deal, but as he has 
ceded ground on the question 
of disposals he may no longer 
be as a liability. 

Much now depends on Mr 
Western, who despite his sup- 
portive words about the Was- 
serstein package, in the end 
will presumably sell his 15 per 
cent stake to the highest bid- 
der. But given the tightness of 
the financing, any improve- 
ment over Wassexstein’s 22Sp 
will not amount to modi; and 
for the moment, the market is 
right not to put any money on 
it 

KLM 

The m a rke t has little enough 
idea of how much KT.m is pay- 
ing to spread its wings two- 
thirds round the world. But ft 
can be relatively certain of one 
thing? ELM’S twin deals with 
Northwest Airlines and Sabena 
reflect the shape of thing s to 
come in the airline industry. 
That could mean that KLM 
ends up being the prototype at 
Global Airlines Inc, the first 
carrier with the global route 
network viewed aa essential for 
success - or even survival - 
In the 1990s. Alternatively, it 
could mean that KLM is 
merely the first of a long Rne 
to have its ambitions frus- 
trated by the regulators. 

Details of either deal are 
scant enough to make tt diffi- 
cult to predict the regulatory 
implications; but one can be 
certain that regulators on both 
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sides of the Atlantic will be 
working hard to ensure that no 
unfortunate precedents are set. 
Brussels could prove more of a 
problem than Washington in 
this regard. Deregulation of the 
European industry will eventu- 
ally put more than just Sabena 
at risk. Competition officials 
will be asking whether they 
really want to allow the con- 
centration of power in already 
powerful hands - as in the 
three-way KLM/Britisb Alr- 
ways/Sabena deal — or 
whether they wish to force the 
failure (ft wi >w smaltar carri- 
ers. 

If the deals go through, etjmt 
should emerge much the stron- 
ger. The cash it is probably 
putting into Northwest should 
not exceed the cost of three 
Boeing 747s while giving it 
access to a fleet of 320 aircraft; 
and if it pnts £50m into 
Sabena, that is no more than 
tiie price of one medium-sized 
aircraft. It looks a small price 
to pay for the hope at a more 
secure future. 


Australia 

No doubt ft was pure coinci- 
dence, but the sight of Austra- 
lia's prime minister, Mr Bob 
Hawke, drumming up s up po rt 
in the City yesterday, only a 
couple of days after Us coun- 
try reported its worst ever 
trade deficit, is a reminder that 
International confidence in 
Australia is not what it was. 
The huge external debt which 
is steadily increasing as the 
country subsi dises its surpris- 
ingly robust growth rate has 
forced the Government to raise 
interest rates even higher than 
in the UK; and it is still not 
clear that this exceptionally 
tight money policy is working. 

Indeed, Mr Hawke’s message 
is Ukdy to be listened to even 
more carefully by Mrs 


Thatcher than by the City. 
jAitn Mrs Thatcher, Mr Hawke 
has an election in mind, 
although his timetable is con- 
siderably shorter. If he is to 
restore international confi- 
dence in bis Government's eco- 
nomic management and pre- 
vent another embarrassing 
downgrading in the rating of 
Australia’s external debt, Aus- 
tralia will almost certainly 
need to have a recession 
within the next six months or 
so, in order that interest rates 
can be cut in the runnup to the 
next election. 

Already, there are signs at 
financial pain, bat the UK 
authorities should note that it 
has taken record 17 per cent 
mortgage rates to curb Austra- 
lia’s housing boom. Meanwhile, 
the slump in the share price of 
Hooker Corporation, the prop- 
erty and retailing group, Is a 
barometer ol the growing 
financial difficulties now fac- 
ing many of Australia’s more 
highly leveraged businesses. 
The Australian equity market 
is holding up reasonably well, 
and prospective industrial 
earning s multiples of a shade 
over eight look positively 
cheap compared with the UK 
- especially if one believes 
that tiie UK has not yet laced 
up properly to its own eco- 
nomic difficulties. 


Euro Disneyland 

Warburg Securities’ “inde- 
pendent” 113 page report on 
Euro Disneyland recreates all 
the excitement of a visit to the 
Magic Kingdom and even gives 
an insight into the family life 
of Walt Disney himself. Of 
more- interest to investors, 
though, ft drops a pretty strong 
hint about tiie pricing (ft the 
forthcoming £500m issue: the 
sums are based on a 20 per 
cent return to shareholders 
dnriug the construction phase, 
and 12 per emit once the tour- 
ists go flooding in. The appro- 
priate comparison, Warburg 
argues, is with Eurotunnel, 
which despite its longer con- 
struction phase and for greater 
risks is trading at an implied 
rate (ft return of 17.3 per cent 
Put like that, ft seems Disney - 
which some feared would spoil 
a potentially wonderful issue 
by an ugly display of greed - is 
being unnecessarily generous. 
However, as Eurotunnel shares 
have been behaving somewhat 
eccentrically, too much should 
not be ma de of the comparison. 
Moreover, if investors opt for 
high yielding debt as the yard- 
stick instead, they might not 
find 20 per cent a complete 
steal when they can get much 
mo re b y helping to pay for 
Gateway, for example. 


A Weekend Away 
With A New Partner! 


Often management te ams don’t consider 
together where their business is going. 

Our strategic planners conduct weekend 
sessions bringing the senior managpmont team 
together to achieve just this. 

The process helps them to focus the 
business’s objectives. It identifies where you 
are, where you want to get to and how you and 
your team will get the business there. And each 
management team member knows his or her 
role in making it happen. 

Ring Geoff Field, the partner in charge of 
National Management Consultancy, in T/mrln n 
on 01-251 1644 to hear how special this strategic 
planning process could be for your business. 

ROBSON RHODES 

H Chartered Accountants ■ 

186 City Road, London EClV 2NU 
Twelve offices in England 
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Facing the challenge 
of the European 


are worried by the 
country's return to short-lived 

governments. The next 

administration must deal with a 
formidable sack of unfinished 
business, writes John Wyles 


single market, many 
Italian industrialists 



The political 



FOR THE naturally sceptical, 
Italy has long been a corrective 
to the essentially north -Euro- 
pean nostrum that strong, 
effective government is vital to 
the functioning of the real 
economy. Unless some extraor- 
dinarily unpredictable hand 
has intervened since the time 
of writing, today is about the 
450th day this decade that the 
country has been without a 
fully func tioning executive. 

During this period, the econ- 
omy has grown around 30 per 
cent in real terms - one of the 
highest rates in Europe - 
while natural I talian creativity 
and relish Dor hard work have 
transformed industry from a 
State of financial, tertmnlng l c al 
and managerial weakness to a 
financially robust, global com- 
petitor in a wide range of tradi- 
tional and new industries, from 
textiles to aerospace products, 
from shoes to office equipment 

Labour relations have stabi- 
lised at a low level of conflict 
and so high is the actual level 
of business confidence that 
investment on plant machin- 
ery and investment goods has 
leapt by 22 per cent over the 
past two years. 

Italian politicians justifiably 
claim some of the credit for an 
industrial!' . metamorphosis 
which bas .dcme so much to 
eradicate the images of chaos. 


backwardness and meffiden- 
des of the 1970s. But the popu- 
lation as a whole has tended to' 
regard il gioco politico (the 
political game) as a hindrance 
rather than a help to the 
nation's economic develop- 
ment, while the days of politi- 
cal crisis (formally triggered 
whenever a government 
resigns) have often been 
regarded as more benig n than 
those when Minis ters are seek- 
ing to use their powers. 

Old attitudes die hard to the 
extent that the languid and 
slightl y world-weary Mr 
Agnelli, president of Fiat, who 
tends to embody most of. the 
qualities Italians artmir p, was 
reportedly minimisin g the cur- 
rent political crisis within days 
of its outbreak on May 19. *1 
have yen 40 political crises,” 
said Mr Agnelli, "and they 
have never frightened me.” 

When it was pointed out that - 
Mr Sergio Ptamfarina, presi- 
dent of Confmdustria, Italian 
industry's mam representative 
or ganisatio n, was lamenting 
the latest outbreak of political 
mayhem, the Fiat chief 
observed that his friend was 
doing his job - "he has to say 
that he is worried." 

Nevertheless, there are more 
Industrialists, businessmen 
and inrfajipnifent experts in the 
preoccupied Pininfarina eamp 



Italian Industry 


than in that of the insouciant 
Agnelli. Italian industry has 
one priority these days: to pre- 
pare financially, technologi- 
cally and commercially for the 
challenge of the European sin- 
gle market Managers see the 
return to short-lived govern- 
ments since 1967 as confirma- 
tion that the country’s political 
class not grasped the 
importance of the fact that its 
role is central. 

“In contrast to what hap- 
pened during the two previous 
steps towards European inte- 
gration (the lamw-h of the com- 


mon market and the creation 
of the European Monetary Sys- 
tem) when many politicians 
were determined to overcome 
resistance from within the 
economy, much more apparent 
now are difficulties, objections 
or, more simply, indifference,” 
said a report* by a group of 
economists and businessmen, 
which went to Mr Ciriaco De 
Mita, the outgoing prime min- 
ister, a fortnight ago. 

The dossier, organised on 
the initiative of Mr flianni De 
Michelis, the Socialist deputy 
prime minister, had little new 


to say about the central prob- 
lem facing Italy’s ability to 
compete within Europe ami on 
a global scale in the 1990s. 

But such luminaries as Mr 
Tommaso Padoa Schioppa of 
the w«nfc of Italy, Mr Mario 
Monti of Bocconi University 
and economist Mr Luigi Spav- 
enta have formed their critique 
around a theme they believe 
politicians have failed to grasp: 
that the foture is about a com- 
petition between BmnnniH? and 
political "systems," and such is 
the weakness of Italy’s public 
finances, administration and 


services that its efficient indus- 
trial sector risks heing gravely 
penalised. 

"The necessity is to build a 
consensus for a policy of 
adjusting national structures, 
and to spread an awareness in 
the political of the cost 
that a failure to adjust could 
impose on the country, on its 
citizens who work and save, 
and on those who live on their 
savings,” warned the authors. 

It is true to say that most of 
the political squad from which 
Ministers are drawn to man 
Ml<ni governments are aware 
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of the significance of 1992 and 
of many of the priorities to be 
addressed. Indeed, when Mr De 
Mita’s five-party coalition took 
office in April 1988, Its pro- 
gramme was specifically 
directed at passing urgently 
needed reforms in preparation 
for “the Europe of 1992.* 

Thirteen months is too short 
a while for the Government to 
have achieved its programme, 
but by the time political 
infighting led Mr De Mita to 
resign, it was evident that the 
executive and the parliament 
lacked the political will and 
organisation to make comple- 
tion in the final three years of 
this legislature anything other 
than an outside bet 

Institutional reform - 
designed to equip the political 
system with more rapid and 
efficient powers of decision - 
marfp (me significant leap for- 
ward by strictly limiting the 
secret vote in parliament and 
then came to a halt Reform of 
public administration has been 
limited to one important mea- 
sure to promote mobility 
between various sectors but 
has done nothing to raise pro- 
ductivity or attack entrenched 
guarantees of a job for life. 

On the industrial front, the 
De Mita Government largely 
faced up to the restructuring of 
the public steel industry, but 
intercrossing political vetoes 
from the Christian Democrats 
and Socialists have blocked the 
amalgamation of public compa- 
nies necessary for the forma- 
tion of a competitive railway 
equipment industry. And par- 
liamentary inertia is holding 
up the fusion of Italy’s three 
telephone operating companies 
into a single operation aimed 
at raising the range and qual- 
ity of telecommunications ser- 
vices to the European level. 

So the next Government will 
inherit a formidable sack of 
unfinished business and very 
little time in which to aim for a 
higher political score rate. Cab- 
inet and parliament will imme- 
diately face some decisions of 
crucial importance to the 
industrial sector of which the 
following are only a sample: 

• whether to tighten the bud- 
get deficit reduction plan 
through more spending cuts 
and tax increases so as to build 
up confidence in the financial 
markets in the run-up to the 
lifting of afi foreign exchange 
controls in July of next year. 

• whether to give priority to a 
now draft law for the small 
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business sector, still dynamic 
but with an exporting capacity 
which seems to be weakening, 
and a manifestly inadequate 
technological capacity. 

• how to build up Italy's 
research and development 
powers through a streamlining 
of public efforts and their more 
effective marriage with the pri- 
vate sector. At 1.5 per cent of 
GDP, Italy’s R&D spending is 
the lowest among the main 
industrialised countries, 
although, paradoxically, pro- 
ductivity growth has been a 
larger component of rising 
national output than in any 
other of these countries. 

• who to appoint at tbe top of 
the two largest state holding 
companies. Lri and Eni. as 
replacements to Mr Renato 
Prodi and Mr Franco Reviglio. 
Their successors will be chosen 
according to party affiliation 
but the success of these two 
managers in eliminating huge 
losses through restructuring 
and new alliances has demon- 
strated that, unlike in the past, 
this need not be at the expense 
of managerial quality. 

• whether to force a show- 
down with the unions over pay 
and organisation in tbe civil 
service and local government. 
Negotiations have begun, but 
it will need a government of 
strength and authority to abol- 
ish seniority rules and job pro- 
tection and to introduce pro- 
ductivity concepts that would 
demolish practices built up 
over a century of coruscating 
inefficiency. 

Seeking to sum up the oppor 
trinities and the risks of tbe 
next few years, the experts' 
report to Mr De Mita appealed 
to the politicians' sense of his- 
tory. This is not tbe first time 
that Italian political leaders 
have been called upon to bring 
in profound administrative and 
institutional change, they said, 
when, after the Second World 
War, they had acted positively, 
"a long period of stability and 
development followed." 

But they went on to point 
out that there had been other 
times in Italian history where 
the political class had failed 
and had been substituted by 
another. That these experts 
should have felt it necessary to 
refer back to the advent of Fas- 
cism is no mean measure of 
the challenge facing Italy's 
political institutions. 

*J? Mercato Umco Europeo E 
L’ltatia. Materials per la pre- 
parazume al 19 92. 
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Look at our plans for your future ones. 


To stay ahead in a world that hurt- 
les towards the future requires a 
dynamic company. That is Aeritalia. 
Founded 20 years ago, Aeritalia is the 
Italian aerospace company that is 
among the world's biggest in its field. 
With 17,000 talented people we apply 
vanguard solutions to all disciplines 
of aviation and space technology. 
Vfe design and build civil and mili- 
tary aircraft, satellites - and systems 
for defence, space and environment 
We hold leading positions in major 
international aerospace program- 
mes. If your plans for the future are 
without limits, look at a company 
with a similar breadth of vision. 
Adynamic company. 


Gtoppo Rl RNMECCANICA 

AERITALIA 
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THE DYNAMIC SYSTEM. 





THE PASSAGE of time and the 
increasingly interventionist 
instincts of the Italian state 
ha re att ached to the nation's 
Industry Minis try an unusually 
confused patchwork of respon- 
sibilities. With activities as 
diverse as supervision of the 
craft sector and regulation of 

fee Insurance industry f orming 

part of his remit, fee Minister 
for Industry could at any 
particu l a r time be forgiven 
for struggling to dpfina his 
priorities. 

In the 1970s, of course, these 
were more readily fixed for 
him as Italian governments 
rushed to cushion fee impact 
of recession and rising unem- 
ployment He became, essen- 
tially, minifitpr for aid to indus- 
try, readily forking out public 
funds to sustain struggling 
companies or sectors, a good 
many of which still remain 
HppwiHunf ami on the nation's 

nffi trial “sick Hst," 

Indeed, the title of Industry 
Minister could easily be said to 
be a misnomer since he has no 
responsibility at all for the 
state’s enormous industrial 
activities - it is the Minister 
for State Shareholdings who 
sets the directions for Iri, Eni 
and Efim, the great public 
industrial holding companies. 

The present occupant of the 
ministerial chair, in a grey 
stone construction of the 
Mussolini era off the Via 
Veneto, is Mr Adolfo Battaglia, 
a friendly hut rather private 
man whose readiness to ask 
questions as much as to 
answer them betrays his jour- 
nalistic background. 

The fact that he has now 
been at Industry for two years 
and will, as likely as not, 
he there for another two 
is a frequently unremarked 
testimony to the stability of 
Italian government. Already 
Mr RaMaglia has served two 
prime ministers, Giovanni 
Goria and Ciriaco De Mita and 


Adolfo Battaglia, the Industry Minister, talks to John Wyles 

An action plan for the single market 


now, in common wife Ids 
fellow countrymen, he is 
waiting to see who wflU finally 
succeed In ending the current 
political crisis by la unchin g 
Italy's 49th post-war Govern- 


or Battaglia's original 
ap poin tment as a member of 
the Goria Government was a 
dear signal about the direction 
of j+ptian industrial policy, or 
that bit of it which can be 
attributed to fee Industry Min- 
istry. He Is a Republican and 
bis arrival in fee cabinet intro- 
duced a voice concerned to 

A voice arguing for a 
market-oriented 
solution to the 
nation's problems 


argue for a market-oriented 
solution to the nation's prob- 
lems and for a constant aware- 
ness of fee need to consider 
the interests and welfare of the 
private sector. 

His belief Is feat Italian gov- 
ernments are poorly equipped 
to develop coherent industrial 
policies because responsibili- 
ties are fragmented between 
ministries and co-ordination 
between them is poor. 

“There are many diverse 
elements in Industrial policy 
ran g in g from environmental 
concerns, research and scien- 
tific development, tax policy 
and foreign policy. Far so years 
we have been trying to 
exercise some co-ordination 
through inter-ministerial 
committees, but we often fall 



Adolto BattagOa, expected to retain his poet la the next Government 


because, in fee end, each 
minis ter famfa to flunfato indi- 
vidually." 

Mr Battaglia believes that 
fee recent law strengthening 
fee co-ordinating powers of fee 
Prime Minister's office otters 
the best solution, providing 
that the occupant can be 
induced to use them. “We need 
an overall visum of Industrial 
policy which gives valid direc- 
tion for all ministers and, obvi- 
ously, the Prime Minister 
should define this general 
direction.” 


The Minister says that, in 
Ms experience during the last 
two years, the biggest tenure 
of co-ordination has been in 
fee setting of prices and tarifte 
administered by the Govern- 
ment. There has been no over- 
all view of their impact on 
industry, nor of fee effect of 
price standstills on specific 
sectors, such as air travel. 

Much of Mr Battaglia’s 
primary activity in fee past 
two years has been a re spo n se 
to externally induced priori- 
ties. The faOure through much. 


of the 1980s to apply a national 
energy policy and the referen- 
dum of aut umn 1 287 which in 
effect reduced the option of 

wti rlpwr powe r Mnnr nHon lpft 

Mr Battaglia with responsibil- 
ity for devising and piloting 
th roug h parliament a new 
energy plan. 

He also had to respond to the 

ikmanil far «> nrp»HHnii hg jglfr 

tion. The Italian political class 
as a whole has became broadly 
convinced of the need to 
provide for consumer and mar- 
ket protection in an era of the 


gr o w i ng power of the handful 
of private industrialists. 

. But above all, it has become 
appa rent feat national legisla- 
tion ts required to complement 
that already wiariwg a ml 
developing at European 
Community level. A draft law 
which wflf place fee respotxsf- 
taflity for administering compe- 
tition regulations with a new 
"high authority" (wife a free- 
dom from political interference 
"as guaranteed as anything 
can be in Italy," says Mr Bat- 
taglia} has passed the Italian 


Senate and is currently stalled 
in the lower house, fee 
Camera, because of the politi- 
cal crisis. 

But it has been as much 
through his daily administra- 
tion of existing legislation as 
by piloting new laws feat Mr 
Battaglia believes he has 
brought a new’ direction to 
industrial policy. “My basic 
approach has been to halt 
interventions in . particular 
sectors and to seek to 
strengthen the market by, for 
example), refusing to. g rant 
equal tariff rises in fee insm> 

‘My basic approach 
has been to halt 

Interventions and ; 
strengthen the market* 


ance sector or by ex tend ing the 
range of goods that small shop- 
keepers can put on their 

sholvcfti 

“We have tried to administer 
old laws according- to new 
criteria, particularly by reduc- 
ing the element of political dis- 
cretion in the up to L3,000bn of 
funds we are in charge at” ■ 

Mi- B attmdi a- has' ms fa ting 
priorities pretty clearly 
mapped out if he retains bis 
job fit the next Government - 
which he probably will since 
this is more a matter to ' be 
decided by Ms party than by 
tiie next Prime Minister. - 

Predictably, Ms action plan 
stems closely from the need' to 
prepare Italy's public response 
to the challenge of the EC’s 
single market This creates an 


tion of Italy's tecfrntafl noting 
and certification p rocedures. 

The need wDl be fa- enacted 
thatECfcgitotfbnfcWhpfly 
arariled oadfeat fiaBan norms 
3e dosely aligned wife tbaefr ■ 
of fee other leading. Omasa* • 


market requires mutual recog- 
nition of nationM norms. ■ 

Other plans tnt fee Btoqks- 
tnclude a reshaping ^ Con- 
sumer protection laws and d' 

reorganisation of the deHtet- 

its sector in whi ch 20 corawr". 
nim have been brought lafaJ 1 
public ownership this decade, 
"E want to return- as many ns 
possible to fee private sector 

says Mr 

Almost every d ay/ he . to 


on the dangers of enterings fee 
dwgiB market wife fee current 
wmaTgam of sadly fa e ffl etenr 
public services and a growing; 
volume of government debt - ■ 
“We have to create struc- 
tures which submit mon opoly ' 
public services to some market ■ 
disciplines : —■ - and itt-- souses 
areas we are begtonlngr tays 
Mr Bdttaglia. citing the impor- 
tance of a provision ha-spon- 
sored which ia permitting 
vote industry to provide Hoar Its 
own electricity supplies;-” - - 
As for the need to' cut the 
budget-deficit and control gov- 
ernment spending; Mr Battag- 
lia wants every major spending 
item to be scrutinised. for. Us 
impact cat economic ef fi cie n cy, 
ptodncttvttrand growth,^. 1 . . 

“The philosophy should Eer 
that the budget is a veMdefor 
national development;, hot for 
assistance, 1 * he says.;' This 
would put a curb on fee Trie of 
public money for parbrixflBt 
calends, says MrBattdgHa 
who sees nothing Gfegtialr -fci 
Ms .proposal, merely the 
exigency to avoid a potential 
financial crisis in fee early 
1990s. ' . . 






Lorenzo Need: 


should not bo measured in fee short term 


SNAMPROGETTI ■ . 
WHERE CREATIVE . . 
TECHNOLOGY " 
ADDRESSES THE FUTURE 


SNAMPROGETTI, the infer- 
national engineering contrac- 
tor and technology company 
of tiie ENI Group, is working 
worldwide on tne develop- 
ment, design end construction 
of industrial faafifies and as- 
sociated infrastructure which 
include pipe&ies and pbnts 
for offshore processing, refin- 
ing, gas treatment, fertilizers, 
chemicals, melaUtirgicd pro- 
cessing and waste treatment. 
With a background of more 
than thirty years of p ro fe ssio- 



Alan Friedma n o n the chemical s sector’s event of the year 

" * • •• • • . - : . n ■■ v/.; 

Enimont is the Great White Hope 


TO HEAR the Kalians tell it, 
one would tfcfnk that the cre- 
ation off Enhnont — . the newly- 
formed joint venture chemicals 
concern that brings together 
the state-owned Enichem 
chemicals company and most 
of the base chemicals, artificial 
fibres, fertilisers and synthetic 
rubbers businesses of the pri- 
vate sector Montedison group 
- is a panacea for all the sec- 
tor’s Pm 

The creation of Enimnnt op 
January 1, and the formal 
transfer of all Montedison and 
En iche m assets to the com- 
pany at the end of this month, 
is undoubtedly the dominant 
event of the year in fee Italian 
che m ica l s sector. Enimont 
combines Italy's two leading 
base chemicals companies, 
with 34 per cent of the market 
between them. But just as the 
recent alliance between Italtel 
and AT&T will not change fee 
face of the Kalian telecommu- 
nications sector instantly, the 
gfTma is true of Eninumt in the 
chemicals business. 

Enimont, which is predicting 
$llbn of 1989 revenues, is nev- 
ertheless seen by many Italian 
politicians and industrialists as 
the Great White Hope, and in a 
•nation that last year had the 
dubious distinction of being 
the only major Western econ- 
omy with a deficit - of J6bn - 
on its chemicals trade. But 
Enimont, as Mr T/mmwi Need, 
its talented 49-year-old chair- 
man, Is QQt gnhw to 

solve all problems overnight. 
Nor does the statistical rank- 
ing feat now places Entrant 
among fee world's top 20 
chem icals groups (in terms of 
turnover) guarantee success. 

Enimont is an important 
first step for the ifaifam chemi- 
cals industry, and, given the 
highly politicised and some- 
times politically squalid hls- 


A ranking among the 
world's top 10 Is no 
guarantee of success 


tray of Italian chemicals com- 
panies over the past 20 years, it 
is no «wu»TI achievement that 
the company has been formed. 

Nevertheless, there are a 
number of reasons why Mr 
Need took pains to stress in a 
recent Interview that Eni- 
mont's success should not be 
measured now ra in the very 
short term, but rather in five 
or 10 years. For example: 

S The company starts life with 
$4.4bn of debts, or nearly twice 

erf these debts come fron^Man- 
tedison. 

• Enimont Is heavily depen- 
dent cm the commodities end of 
the chemicals business; some- 
thing like 70 per cart of turn- 
over comes from low margin 
and volume bulk chemicals 
sales rather than from the 
more value-added fine chemi- 
cals side. This Is unlike most 
other major European chemi- 
cals concerns and wiafcgg Eni- 
mont vulnerable to a cyclical 
down tu rn in the bulk chemi- 
cals market, which Is forecast 
by most senior executives in 
the sector, including Mr Need. 

• Enimont will this year 
spend just 25 per cent of its 

nn raconn<h anil 


not an easy task in Italy. 

• Enimont has a range of 
duplicated activities that need 
tone eliminated. It also has a 
number <rf small and obsolete 
plants that need to be dosed. 

• The company is not nearly 
as international as competitors 
such as Hoechst, BASF ra Id; 
some 86 per cent of production 
and 60 per cent of Enimont rev- 
enues come from the domestic 
Italian market. 

Mr Need clearly has his 
work cut out Analysts in Lcn- 
don such as Mr Ifike Hyde, edt 
tor of Chemical Insight, a trade 
newsletter, say that it wm take 
some time before Enimont 
makes a dent outside Italy. Mr 
Hyde notes that Enimont Is 
five or 10 years behind its main 
European competitors and that 
"at present Enimont doesn't 
pose a threat to anyone.” 

So much for the bad news. 
There are also a few more 
encouraging developments to 
report about Italy's bid to {day 
in the Uk leagues of tty* Euro- 
pean chemic ^ sector. Fra one 
thing, Mr Need is the best man 
for the job, having already 
steered Enichem from $Lbn of 
losses in 1988 to profiteMBty in 
1963. And for as long as the 
buoyant state of fee balk 
chemicals market hotlds op, 
Enlmonfs cash flow is healthy. 

Thanks to buoyant dAiwmri , 
Mr Need says that Enimont 
will this year make a profit of 
Idjnotm (5700m). He plans to 
allocate around fibn for acqui- 
sitions in the European chemi- 
cals sector over the next three 
years. This is part of a strategy 
of seeking to internationalise 
Enimxmt by way of both take- 


overs and joint ventures. 

The faint venture strategy is 
based largely an the idea of 
asset swaps. At present, Mr 
Need is conducting two sepa- 
rate negotiations along these 
lines, one in the fibres sector 
wife SNIA-BPD, .fee Fiat-con- 
trolled chemicals, fibres, arma- 
ments and biotechnology com- 
pany. The other negotiation is 
wife Orkem, the French state- 
owned che m icals concern 
whose annual productive 
capacity of around. 500,000 

Critics say Ihe tax 
decree Is a colossal 
gift to Mr Gardhti . 


tonnes of polyethylene Is* 
roughly half that of Enunont 

The Enimont chief has expe- 
rience In such ventures. In 
1986, before Enimont was 
formed, Mr Need’s Enichem 
negotiated a joint accord in the 
Polyvinyl chloride CPVQ sector 

With K2 of Britain; this 
proved a successful Brussels- 
based venture which has 
helped both companies to cut 
employment levels, integrate 
fa c ili tie s and incroare profits. 

In a ddi tion, Eninronthas a 
reasonably strong European ... 
position In such niche markets 
as elastomers, detergents and 
acrylic fibres. In detergent • 
intermediates Enunont is esti- 
mated to have a 30 per cent 
market share, compared wife 
20 per cent fra Fetresa. As for 
fee European acrylics market, 
Enimont says it has 29 per 
cent, compared wife about 25 


per cent for Courtanlds of the 
UK. fa elastomers (synthetic 
rubbers) Enimont rfaftw a 21 
per cent share fa Europe 
against 15 per centfar Shell: 

On the financial side of Ent- 
m o rnt, a group of i nve s tment 
banks fadndtng Morgan Stan- 
ley, Goldman Sadis, Mediob- 
anca, Crediop and IMT are busy 
organising the pfaring of 20 per 
cent of Enlmonfs equity, to 
raise more than Ll.OOObn of 
funds. This will help reduce 
indebtedness, lead to a stock 
market quotation foe Enimont 
and lower the shareholdings <rf 
ENI and Montedison fn Eni- 
mont to 40 per cent each. 

Meanwhile, fa . the private 
sector, Mr Haul Ganfinfs Ftn> 
ruzriMontedlson group contin- 
ues to hold some of the more 
attractive assets of the old 
Montedison, including control 
of Hhuont, the world leader in 
polypropylene production. Mr 
Gardini has come under heavy 
criticism for his ifawwi^ j feet 
the Italian Government allow 
him to postpone the payment 
of LB25bn of taxes that would 
have fell due as a result of the 
capital gains realised by Mon- 
tedison through its transfer of 
assets to Erdmont. 

Legislation, giving Mr Gar- 
dini the tax breaks he wanted 
was presented to the Borne 
Parflament last November by 
Prime Minister Ciriaco De 
Mite'S Government The law, 
though specially written, was 
described by the Govramnent 
as generic legislation, ft mum 
under attack and got bogged 
down in Partiament. 

Last month, wife the end-of- 
Jtme deadline for the transfer 


of Montedison aasetstn Eni- 
mont nearing, the DeEBtaCab- 
inet trans fo rmed tfaedHWJnto a 
decree: act and approved, it. 
There, was no-cteuSesinrthe 
conbact;for the finniatiaL'.of 
Enimont that said these* tax 
breaks were a jnte qawjHBtfor 
fee accordtp.be c a mph ftBtfc - r - 

Critics say the. decree is. a 
colossal- -gift to Mr- Gardini, 
who fa any case to moving 
L3 ; 8QQb m of debts off the:Mnu- 

teHa«rhalim«i nnfn 

Enfaumfs. TheyLt^afai the 
Government , should.. Jurve 
called Mr -GarifiHi’S 'WtriEHBut 
Mr Gardini and bis /Man rU m , 
fa the political world say the 
creation of Enimont is of such 
national importance that the 
decree is jurtifiable. 

The Brussels staff of Sir 
Leon Brittan, the EC competi- 
tion commissioner, is under- 
stood to be examining the Eni- 
mont decree to see whether it 
in any way represents unfair 
state aid that would distort 
competition fa the European 
c hemi ca l s sector. 

^ Th u s, al l the obstacles have 
been removed and Enimont 
has been formed. The creation 
of this unusual state-private 
venture has not been without 
melodrama »nd controversy 
but that is in the best of Italian 

traditions. The task now for Mr 
Necd and his" workforce of 
50,000 is to mate Enimont fo rto 
a serious player on the 
Europe-wide market while 
ex i sting European giants 
plough ahead with more 
advan ced and international 

the task is somfr 
thing of a race against time. 



r^OOCytS 


• Cash & funds with 
Central Bank 

• Securities & other hokfags 

• Portfolio, lending to customers 
and contango bans 

• Other 

• Contra aocoiris 


(BrebUon) 

2.843.6 

5,7308 

12/377.8 

3,1228 

36.7402 

60323.1 


./■ 

• Capital, otherfonds, . 
profit brought forward. 

• Third parties finds 

• Provisions & other fends 

• Other 

• Net proa for the year 

• Contra accounts 


Gtebttori) 

1 , 063.8 

19,718.3 

389.2 

2£41.6 

70.0 

36,7402 


The Shareholders Meeting -held in RortwuriderltochairniarisHIp of Mr. FtocSolto FfeiaicB - 
December 1988 which, aflerapproprlafions to provisions and otherfonds of Ire21&4b» 


resolutions, capital and other funds of the Bank amount to Bre 1,1098 bffion. 


in 1987}. Following auch 
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FOR BIOS! 1 rf the past fbur 
decades one MOanese invita- 
tion has. enjoyed a predomi- 
nant rote in the business of 
corporate finance. Mediobanca, 
the mflmmtiflT Milan merchant 
tank, has acted as a clearing 
house {bar nearly all of the big 
mergers, takeovers and fund- 
raising n paintimw ntHtorfailmp 

by the traditional leaders of 
faKan industry. 

M ediobanca MMjjwms to be 
an extremely powerful bank, 
and Mr Enrico Cucda, its 81- 
year-old honorary chairman, 
stOl plays a behind-the-scenes 
role so important that he is 
nftm described by the Italian 
press as the “porost-master of 
Italian finance. 1 ' Change, how- 
ever, is on the way. 

The liberalisation erf Kalian 
iwhnng g c o ntro ls and the lift, 
ing at all restrictions on the 
movement of capital that is 
scheduled for next year are 
two reasonswhy Italian indus- 
try Is beginning to find that it 
has a widening choice of finan- 
cing opportunities. A more 
active presence by deal-hungry 
DS and British investment 
banks is another factor in the 
gradual opening up of corpo- 
rate finance alternatives. 

Domestically, meanwhile, 
boutique institutions such as 
Euromob iliare, which is now 
controlled by Britain’s Midland 


EVERT DAY Romans make 
about 4.5m journeys on the 
city's bus network and 0.5m on 
the underground system. But it 
is unlikely that many politi- 
cians, or others who take deci- 
sions affecting transport, share 
the crowded and uncomfort- 
able conditions to which so 
many ordinary people are sub- 
jected when travelling around 

the Italian ca pital. 

Nevertheless, many must 
experience the low average 
speeds to which traffic jams 
limi t cars and buses flWtP- T.lkn 
the ordinary Romans, politi- 
cians probably also feel some 
of the inconvenience of a city 
often dose to paralysis. Indeed, 

there is official reco gnition of 

the situation’s gravity. But the 
slowness of decision-making 
coupled to tortoise-like Imple- 
mentation of transport projects 
casts doubts an im prov ements 
being achieved to the foresee- 
able fixture. 

"The problem is becoming 
dramatic. 1 * *«*""*■ Mr Giorgio 

Santuz, the Transport Minis ter. 
He claims, however, that the 
challenges are being met and 
that the . problems will be 
salved. Having watched the lei- 
surely pace with which the 
city's underground railway 
system has been extended, 
long-suffering Romans are 
probably right to be statical. 


Alan Friedman looks at how the country’s corporate finance scene is starting to change 

Gradually, the stranglehold may weaken 


Bank, are stepping up their 
campaign to infiltrate the sys- 
tem by ge nerating Inno vative 
financing packages. And with 
an eye on the future, the Big 
Boys of Japanese finance, such 
as Daiwa, Nomura and Indus- 
trial Bank of Japan (EBJ), have 


New pretenders for 
a piece of the 
corporate finance pie 


established nffirgg to Milan to 
the past couple of years. 

The betting of these and 
other foreign institutions is 
that as the European market 
becomes more unified, demand 
will grow for corporate finance 
services that go beyond any 
one nation's domestic market. 

Besides the arrival of new 
pretenders for a piece of the 
corporate finance pie, the other 
novelty is that big I talian com- 
panies such as Montedison, 


Chaos often appears to be 
the result of a policy which has 
preferred the private car. Pub- 
lic transport systems to major 
cities like Rome and Naples are 
caught in a “Catch 22" situa- 
tion. As long as the level of 
service offered by buses and 
the small metropolitan railway 
networks continues to decline, 
travellers will opt for cars, far- 
ther contributing to difficulties 
to making Improvements. 

However, problems are not 
confined to city centres. Many 
air travellers, particularly 
those using Rome’s Fmmicino 
and Milan’s Linate airports, 
c-lai™ that major efforts are 
needed to improve the poor 
service with which they con- 
tend. The past year has been 
particularly difficult for pas- 
sengers on state-owned Ali- 
talia, the airline suffering mas- 
sive disruption from strikes as 
well as the effects of prolonged 
dense fog in the Po Valley. 

As timetables were devas- 
tated by cancellations and 
delays, users asked why the 
airline seemed incapable of 
resolving its labour problems 
and why Italian airports close 
down while those elsewhere to 
Europe continue operating 
when fog descends. Alitalia, 
whose long-standing chairman 
was suddenly replaced last 
year, seems like an airline 


Fiat and Benetton have 
obtained listings of American 
Depository Receipts (ADRs) 
that are quoted on tbe New 
York Stock Exchange. 

Thus far, Benetton is the 
only Italian company to have 
actually sold new equity to 
North America, having raised 
$l04.6m by way of the sale of 
7m ADR certificates earlier 
this month. The issue was not 
as large as Benetton might 
have hoped for (it fell short of 
the maximum range of 8m 
ADRs), but it showed that an 
Italian industrial concern can 
raise equity cash on Wail 
Street, which to tbe local con- 
text of Milan finance is note- 
worthy. 

The opening of foreign cur- 
rency financing options is cer- 
tainly a relevant factor to the 
corporate finance sector. Big 
industrial groups such as Fiat. 
Olivetti. Pirelli and Montedison 
have long had Swiss and Lux- 
embourg financial vehicles 
that they have used for inter- 
national financing, but now 


other corporate entities are 
also beginning to raise more 
cash abroad. 

They are doing this by 
means of bank loans and bond 
issues to currencies such as 
Swiss francs and European 
Currency Units (ECUs) that 
offer a lower interest rate than 
lira loans, and corporate trea- 
surers are increasingly using 
currency and interest rate 
swaps to hedge their bets in 
such deals. 

The Eurolira bond market, 
while still a minnow by com- 
parison with the larger Euro- 
dollar sector, is nevertheless 
attracting a reasonably steady 
flow of new issuers among Ital- 
ian tanks and companies. 

The role of British merchant 
bankers is another growing 
element of the Italian corpo- 
rate finance picture. These are 
often one-man operations such 
as Count Pietro Antonelli of 
Hambros, Mr Giorgio Cefis of 
Morgan Grenfell, Mr Robert 
Berle of Kidder Peabody or Mr 
Pamfllo Tarantelli of J. Henry 


Schroder Wagg. 

The approach of these opera- 
tors amounts to a kind of gue- 
rilla warfare in corporate 
finance, relying heavily on con- 
tacts and heavy cultivation of 
Clients. 

These merchant bankers 
have tended of late to concen- 
trate on merger and acquisi- 
tion business as much as finan- 
cing, especially to the area of 
cross-border transactions. Mr 
Berle has been in Milan for six 
months as the Kidder represen- 
tative at Mr Jody Vender's Pas- 
fin, an investment and securi- 
ties house that is well-known 
as an independent Italian oper- 
ator and in which Kidder has 
taken a 25 per cent stake. 

Mr Berle stresses that, 
“given the importance of rela- 
tionships to doing business 
here, Kidder Peabody chose to 
ally itself with a strong local 
partner that has the character- 
istics of being non-aligned and 
also has a good working rela- 
tionship with everybody." 
Indeed, Mr Vender, one of 


Milan's younger investment 
bankers, is something of a 
“slalomist” as he has been able 
to move between tbe normally 
conflicting poles of Italian cor- 
porate finance and maintains a 
good rapport with all con- 
cerned. 

Among the most interesting 
recent deals to be generated by 
a foreign bank was the take- 
over of effective control of Cre- 
dlto Bergamasco, a Northern 
Italian private sector bank, by 
Credit Lyonnais of France. The 
deal was shopped to Credit 
Lyonnais by J Henry Schroder 
Wagg, which identified Berga- 
masco as a target earlier this 
year. 

The most trail-blazing aspect 
of the deal was a partial public 
offer to Bergamasco minority 
shareholders at the same price 
(a 63 per cent premium on the 
quoted share price) as was paid 
for the first (directly acquired) 
share stake. As there is no Ital- 
ian law requiring a public offer 
in such cases. Credit Lyonnais 
has generated enormous good- 


How will public transport cope with next year’s World Cup? 

On the route from chaos 


under siege. Senior manage- 
ment is silent and statistics on 
punctuality and labour dis- 
putes are unavailable. 

“The exceptional duration of 
the contract disputes for flight 
staff and the bitter conflict 
connected with the renewal of 
the ground staff's contract are 
Eigrwi of an industrial relations 
crisis to the public sector to 
general and transport in partic- 
ular, ” says Alitalia’s annual 
report Against the 6 per cent 
average rise to international 
passenger traffic reported by 
the Association of European 
Airlines last year, it is not sur- 
prising that Lhe Italian airline 
gained only 3.4 per cent 

As Alitalia has been buffeted 
by the turbulence of the past 
two years, travellers from 
northern Italy have increas- 
ingly flown abroad from Swit- 
zerland or southern Germany. 
“During tbe lengthy strikes 
Italians wanting to travel 
abroad chose foreign airlines, 
either flying directly from Ital- 
ian airports or from airports 


elsewhere to Europe," admits 
Mr Santuz. 

Alitalia feces a serious image 
problem, but Mr Santuz is con- 
vinced that that the new 
board's commitment to better 
service will win back custom- 
ers. "Kalians are glad to fly 
with Alitalia," he claims. 

One of the knottiest prob- 
lems facin g the Minister and 
Alitalia concerns Milan's air- 
ports. Italy’s business capital 
enjoys the benefits of an air- 
port close to the dty centre, a 
10-minute taxi drive in smooth 
traffic conditions. But Linate 
has a single runway and lim- 
ited apron space. “Linate air- 
port is saturated," says Mr 
Santuz. Calls for a shuttle on 
the densely used Rome-Milan 
route cannot therefore be 
answered. 

With no possibility of 
expanding Linate, improve- 
ments to services to and from 
Milan depend on the integra- 
tion of Malpensa airport, 40 kil- 
ometres north-west of the city. 
“Alitalia has recently agreed to 


shift part of its organisation to 
Malpensa and increase 
operations there,” says Mr San- 
tuz, noting that a rail link will 
be completed by 1991 and 
upgraded road connections 
ready next year. 

Other airlines will then be 
shifted from Linate to Mal- 
pensa. Mr Santuz has no illu- 
sions about the reaction which 
enforced transfer will bring. 
“Last year there were violent 
protests from the airlines when 
I issued a decree imposing limi- 
tations on flights Into Linate.” 
he says. But he considers that, 
once the surface transport 
links are operational, the Lin- 
ate- Malpensa dichotomy will 
be comparable to London's 
Heathrow-Gatwick. 

“No decisions have yet been 
made on who should move,” 
Mr Santuz reassures. He can be 
certain that foreign airlines 
will examine closely the crite- 
ria for tr ansfe r on which the 
ministry is working. They are 
also following attentively the 
progress of deregulation and 


liberalisation of air transport 
in Italy. 

A key point is feres. Though 
the Minister agrees that price 
competition is good, be links 
feres to safety, contending that 
competitive pricing has a cost 
in safety terms. Advocating a 
controlled form of deregula- 
tion, he says: “I would like to 
see tariff policy agreed within 
the European Community, 
with the Council of Transport 
Ministers setting grids within 
which tariffs can move.” 

That Mr Santuz envisages 
Alitalia’s accounts as the 
benchmark for fare-setting 
may provoke adverse comment 
from competitors. But the Min- 
ister indicates that inefficien- 
cies will not be allowed to 
affect prices. "Alitalia must 
understand that it competes 
with numerous other airlines.” 
he says, noting that after 1992 
the company will face tougher 
conditions. 

Tbe Minister admit*; that Ali- 
talia enjoys preferential status, 
emphasising that its manage- 


will among small Investors, 
who are normally left to rot by 
big Italian operators. 

Domestically, the corporate 
finance players include S1GE, 
the Milan investment banking 
arm of IMI; Sviiuppo. the 
investment bank controlled by 


Small Investors are 
normally left to rot by 
the big operators 


Mr Francesco Micbeli. the 
maverick Milanese financier; 
Akros, a new bank owned by 
Mr GianMario Roveraro. a for- 
mer SIGE director; and the 
aforementioned Euro mob iliare 
and Pas fin. 

Euromobiliare has been 
especially active to M&A busi- 
ness, but when it comes to 
pure corporate finance tbe 
smaller banks must still con- 
tend with Mediobanca, which 
means the pickings have been 


merit must be aware the airline 
cannot stay protected. “Until 
now the airline has had a 
monopoly. The convention 
between the state and Alitalia, 
which guarantees a primary 
role for the airline, expires in 
1990,” notes Mr Santuz, adding 
that renewal will take account 
of international developments. 

However, increased competi- 
tion is already starting, with 
tbe growth of third level 
operations, the extension of 
routes by existing carriers like 
Lufthansa and the arrival of 
new ventures like Air Europe, 
whose London-Home tariffs sig- 
nificantly undercut the prices 
charged by the Alitalia-Britlsh 
Airways cartel. “Air Europe 
will decide its own tariff and 
service policies, and the Italian 
Government will take note," 
says Mr Santuz guardedly. 

Italy's troubled state rail- 
ways are also eating into Ali- 
talia’s position. New express 
services link Milan to Rome to 
under four hours and journey 
time will be cut further when 
track work is completed and 
new rolling stock introduced. 
Taking account of check-in 
times and airport to city centre 
travel, rail has closed much of 
the gap with aircraft. 

Mr Santuz says that Mr 
Mario Schimberni, the railways 


leaner. SIGE, in particular, Is 
less aggressive at present than 
it was a couple of years ago. 

Raising equity abroad by 
means of public offers is still a 
novelty for Italian industry, 
although the partial placing of 
shares is not. Enimont, Lhe 
new chemicals concern that is 
jointly owned by Montedison 
and Enichem. is using Gold- 
man Sachs and other foreign 
institutions to raise part of the 
Ll.OOObn that should come 
from the sale of a 20 per cent 
stake In Enimont. 

And, aside from the above- 
mentioned banks, other US 
names such as First Boston. 
Wasserstein Perella and Mer- 
rill Lynch are becoming more 
active on the Italian scene. In a 
growing number of cases, 
including deals done by Iri and 
Eni, the two main state hold- 
ing groups, these US institu- 
tions are being called in for 
valuations, M&A advice and 
fund-raising internationally. 

Tbat is why Mediobanca's 
stranglehold on the domestic 
market is likely to slip in 
future; Italian industry is grad- 
ually discovering that it is pos- 
sible to go over Mediobanca's 
head and directly to banks in 
London and New York. 

The change in Italian corpo- 
rate finance may be gradual, 
but it is real. 


special commissioner and for- 
mer Montedison chairman, has 
been given a free hand to 
knock the organisation into 
shape- "While waiting for the 
railways' new structure to be 
settled, decisive action has to 
be taken to eliminate useless 
expenditure and modernise 
high traffic lines," he says. 

The Minister foresees opposi- 
tion to a strategy which will 
reduce employment and raise 
feres. The aim to lift fares to 
the European average over the 
next five years will help to 
reduce reliance on state subsi- 
dies. Last year these provided 
63.6 per cent of income, com- 
pared with 50.5 per cent to 1380 
and 23.7 per cent in 1972. 

However, as Italy prepares to 
host 1990's World Cup soccer 
championship, there is less 
concern over the finances of 
public transport than about 
the quality of service. Mr San- 
tuz is confident that visitors' 
travel programmes will not be 
wrecked by strikes. He has 
brought toj unctions against 
train drivers and air traffic 
controllers to ensure the con- 
tinuation of services this year. 
No doubt be will do his best to 
ensure problem-free travel for 
soccer fens next summer. 

David Lane 









IV* 


FINANCIAL TIMES WEDNESDAY JUNE 21 1989 


ITALIAN INDUSTRY 4 


MR Giovanni GambardeUa is 
probably the first top manager 
in Italy’s public steel industry 
in a decade to approach bis 
work with a smite on his fag 
and a spring in his step. 

Unlike bis predecessors, 
harried by difficult market 
conditions, vertiginous losses 
and paralysing debt, Mr 
GambardeUa bas been granted 
the strength and good fortune 
of every comic book hero. 
"With one bound he has leaned 
free" of most of Use constraints 
which made Italian steel 
managers of the past reflect 
deeply on the darker side of 
life. 

This deliverance has been 
made possible because the Ital- 
ian Government found the 
political will, and Iri, the state 
holding company, the financial 
resources to press ahead with a 
restructuring plan which, 
unlike one adopted in the early 
1980s, offers Italy the prospect 
of an efficient and profitable 
public steel industry. Not how* 
ever, before a further 28 per 
cent cut in employment (20,000 
jobs) and the expenditure of 
LS,113bu of public money for 
debt restructuring. 

Transferred from the 
managing directorship of 
Ansaldo, the publicly-owned 
heavy engineering company in 
mid-1987, Mr GambardeUa was 
joint author of the plan which 
has seen the liquidation of 


John Wyles talks to Giovanni GambardeUa, managing director of llva, the public sector company 

Steel figures start to look much better 


Flnsider, the old state steel 
holding company, the closure 
of three plants and the sale to 
the private sector of four 
others. 

The profitable parts of the 
old Finsider — Italsider, Del- 
tas ider and Terni Acciai - 
have been brought together In 
Uva, a new steel company with 

‘I don’t get emotional 
about a continuous 
casting plant* 

an old Italian name (Uva was 
the modern-day island of Elba) 
and a capital structure which 
offers a promising base for the 
future. 

As Gva’s managing director, 
Mr Gambardella's task, with 
the company’s president. Mr 
Mario Lupo. is to build on this 
new structure. Acknowledging 
that the current strength of 
steel prices and demand "has 
been a big help to us," this 
tough unsentimental 54-year- 
old - *1 don’t get emotional 
about a continuous casting 


plant” - has his own very 
clear ideas of how Uva will 
rise. Phoenix-like, from the 
ashes of Flnsider. 

He has changed virtually the 
entire top management and 
focused commercial responsi- 
bility cm product divisions - 
he calls it "centralising indus- 
trial policies and decentrali- 
sing economic activities.” The 
overall operating philosophy 
has changed from a focus on 
volume production and market 
share to productivity and prof- 
itability. 

"Our aim Is to cut costs by 
10 per cent, and we are now 
about one third of the way, 
having pocketed toe progress 
we made last year and renewed 
the same target," says Mr 
GambardeUa. 

The io per cent objective is 
linked to an analysis which 
says that current steel prices 
in the European Co mmunit y 
are that much higher than 
might have been expected 
under present market condi- 
tions. Should they fall by 10 
per cent, then Uva should be 
able to bold its profits steady, 
while being ready "to cut our 


costs stQl further,” says Mr 
GambardeUa. 

With its plants wafting at 
near full capacity and prices 
high, the accounts are begin- 
ning to look very much better 
than those prefigured in the 
recovery plan. Finsider’s loss 
last year of L600bn was 
LLOOObn lower than forecast at 
the outset, while unofficial 
indications are that Uva could 
return a net profit of L250ba in 
its first year of operations. 

While this should give some 
comfort to the European Com- 
mission, which gave the devel- 
opment plan its blessing after 
long scrutiny, Eva’s strong per- 
formance could maiyo it virtu- 
ally impossible to meet (me of 
the financial conditions 
imposed by the Commission. 
This was that the servicing 
cost of Ilva’s inherited debt at 
ffie first of January this year 
should amount to 5^ pa - cent 
of its turnover, which was esti- 
mated this year at L7,200bu. 

But the actual turnover fig- 
ure looks likely to be around 
L10,000bn which would obvi- 
ously imply that Uva shook! 
carry a higher burden of debt 





Giovanni GambardeUa 

that it does at the moment. 
This is not something the man- 
agement can easily contem- 
plate, pointing out that the 
average debt servicing burden 
in the Community’s U other 
steel companies is le ss 3 
per cent 

Though analyses vary, the 
key to Eva’s future lies in sort- 
ing out Europe's hugest inte- 


grated plant in Taranto, at the 
very heel of Italy. “We found a 
way of working In which union 
power in the plant was too 
great and we have had to per- 
suade the unions that we are 
interested in efficiency and not 
just production,” says Mr Gam- 
bardelia. The results of his 
tough approach were a number 
of stoppages last year which, 
together with plant renovation 
and fire damage, cut produc- 
tion by 10 per cen t and forced 
Flnsider to import products to 
Keep its customers satisfied. 

Taranto’s output In the first 
quarter of this year was 10 per 
cent up on last year and the 
Eva chief says he is making 
progress in winning changes in 
working practices at the plant 
and procedures which "cool 
down” disputes before they 
boil over into stoppages. But 
he firmly believes that Taranto 
will not really “come good" 
until tha economy of its sur- 
rounding area is lifted out of 
the doldrums and activity 
found for that half of its 200.000 
population which is not depen- 
dent on the steel plant "ft is 
very difficult to have an effi- 


cient plant in a depressed 
area,” he says. _ . 

He sees the future of the 
troubled Bagnoli works in 
Naples as intimately finked 
with that <tf Taranto. Clearly, 
Bagnoli’s steel-furnaces will 
have to be dosed next year as 
requested by the Commission 
(a position not yet endorsed by 

‘ft’s difficult to have 
an efficient plant in 
a d epressed area* 

the EC’s Council of Ministers) 
bat Mr GambardeUa believes 
Hi at its “first-class” rolling mill 
could care of small orders 
and specialis t products which 
are still run through Taranto. 

Mr GambardeUa is now giv- 
ing much thought to llva’s 
position in the next round of 
restruct u ring which be t h i nks 
is bound to be imposed by the 
market on the European steel 
industry. Its management, he 
believes, needs to change its 
orientation away from "fight- 
ing a war between ourselves 


over the nest 1,000 tomes of 
production" towards joining 
together in preparation for 
-the nest technological revofo. 
tion” which will pit the Euro- 
neaps against other systems, 

Steel, he says, will become 
M a grey matter-based business" 
rather than production work- 
er-based and the European 
companies must prepare for 
this development by exchanges 
of shareholdings and technolo- 
gies, and by joint ventures. He 
acknowledges that Ova needs 
to make up technological 
ground through joint ventures 
and “we are ready to put in 
what we have.” The company’s 
priority is to find European 
partners but “if we don't suc- 
ceed then we shall look else- 
where,” says Mr GambardeUa 
who adds: "Something must 
ma ture on this front this year 
and next." 

Docs his feel a lone voice on 
this theme? "Not at aO. I am 
now aware of a strong feefing 
elsewhere that European steel 
should go in this direction.” 

The follow-on question - 
highly relevant in Italy - is 
will he enjoy the freedom from 
political interference that wiQ 
enable him to pursue his strat- 
egies. “I have had no distur- 
bance from the political world, 
only help. But we also suffer 
from the slowness of the deci- 
sion-making system in Italy* 


THE SOUTH 


FUTURE OF CAPITALISM 


A new burst of investment The fear of being left behind 


THE DEPRESSED Italian 
South has long been the major 
black mark on Italy's economic 
record. But a new burst of 
Investment by big industry, 
much of it government-subsi- 
dised, has created a glimmer of 
hope, leading some observers 
to believe that the Mezzogiorno 
could be on the verge of a new 
period of expansion. 

The new investment derives 
from the long-awaited applica- 
tion of a recent law that pro- 
vides for specific and binding 
"p lanning contracts” between 
the state and large companies 
willing and able to make sub- 
stantial Investments involving 
research, advanced technology 
and training programmes in 
the South. 

This has coincided with a 
series of economic factors that 
have made investment in the 
Mezzogiorno by big industry 
generally more attractive. For 
example, the approach of foil 
employment in the North at a 
time when southern immigra- 
tion northwards has declined 
sharply makes the South more 
interesting as a reservoir of 
skilled and unskilled man- 
power. 

Environmental problems in 
the North are also subjecting 
industry to pressures. And 
space is also beginning to run 
out in the highly-developed 
Italian North. 

The “planning contracts,” 
which involve reimbursements 
of up to 80 per cent by the state 
for investments in the research 
field (Cor industrial invest- 
ments the state-financed por- 
tion is 30 per cent), are just one 
of several types of incentives 
provided for in Law 64 which 
was passed in 1966 to replace 
the subsidy programme for the 
South but which began operat- 
ing only last year. 

There are also "planning 
accords” to cover agreements 
between the state and public 
agencies or regional govern- 


ments. Financing programmes 
are also available for invest- 
ments made by small and 
medium-sized industry. 

Through these agreements 
the state can assure itself that 
investments of a certain scope 
win be realised within a spe- 
cific time. For its part big 
industry is ahk» to demand and 
receive - in black and white 
- legally-binding assurances 
that financing will be rapid. 
The agreements, says Mr Ful- 
vio Milano, southern co-ordina- 
tor for Iri, the giant state 
industrial holding company 
"represent a very modern 


It has become more 
interesting as a 
manpower reservoir 


instrument for the develop- 
ment of a depressed area." 

The Government’s main 
interest in these accords has 
been to find investments in the 
research and high-technology 
sectors that wiE have a multi- 
plier effect on southern devel- 
opment Along with innova- 
tion, it has been looking for 
projects that provide jobs, job 
training, agreements with local 
industry, and which are spread 
over a variety of localities. 
These objectives have caused 
some negotiations to falter. 
But so far they have been 
highly successful. 

The first agreement, with 
Fiat, signed in April 1968, pro- 
vides for total investments of 
L3.515bn of which L800bn is for 
research, and about 35 per cent 
of which will be state-financed. 
The second to sign up was Oli- 
vetti, which has promised 
investments of L770bn that 
include three new research 
centres. More recently, Iri 
negotiated its own massive 
programme - which Mr ME- 
ana says "involves moving at 


least half of our brain to the 
Italian South.” 

Texas Instruments hag aim 
signed an agreement to invest 
L450bn in Abruzzo and is 
reportedly in the midst of dis- 
cussions with the Ministry of 
the Mezzogiorno that could 
involve another LL500bn in 
investments. Other contracts 
with EOT, the Italian state 
energy holding company, and 
Efim, the state-run manufac- 
turing conglomerate, are also 
In the works. 

Involvement in the Italian 
South is not new to most of 
Italy’s major companies. 
Investments in the area by 
Fiat, for example, go back to 
the early 1970s and total 
L5.200bn (or L7,100tm in cur- 
rent value). Its 29 southern fac- 
tories and facilities employ 
49,259 people mud mate ft the 
biggest private company in the 
Mezzogiorno. Two of its 
southern factories, Cassino in 
Lazio, where the Tipo and the 
Regain are produced, and Ter- 
moli in Moling are considered 
to be among the most 
advanced in the world. 

At the opening last March of 
the re-modernised Cassino 
plant. Mr Gianni Agnelli, Flat 
ch a irman , said that the com- 
pany’s varied investments in 
the area “have demonstrated 
that these are the best ways to 
give the South real and lasting 
prospects of industrial growth, 
to stimulate entrepreneurship, 
and to spread the technological 
culture that is indispensable.” 

He added that the company's 
experience had showed that “if 
correctly directed and correctly 
employed, state aid can be 
enormously effective." 
Although the bulk of the bil- 
lions Involved in the Flat five- 
year "planning co n tract* will 
go to cover industrial invest- 
ments at Cassino and else- 
where, the highlight is the 
Elesis programme. This pro- 
vides for 10 research ce nt res in 


Isveimer 
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the vehicles, aeronautics and 
telecommunications sectors. 

Iri, with 110,000 employees in 
the South, is the biggest single 
group there, and the new con- 
tract, signed on May 17, further 
strengthens that presence. 
Negotiated over two years, 
with 90 meetings in the last six 
months alone, during which 
the effect of each investment 
was carefully calculated, the 
500-page contract signed with 
the Department of the Mezzo- 
giorno calls for investments 
worth LL560tm and involving 
20 Iri companies, of which the 
Government is expected to 


‘A notable shift* by Iri 
toward research and 
high technology 

reimburse about 70 per cent 
Some Ll.lOObn will be spent on 
transferring half of the com- 
pany’s research laboratories. 
About 1,200 young graduates 
will be hired and trained. 

The main characteristic of 
the programme, according to 
Mr Romano Prodi, Iri chair- 
man, is "a notable shift toward 
research" in which the giant 
industrial holding company is 
“pouring into the South our 
total commitment to high tech- 
nology.” 

Olivetti has been in the Kal- 
ian South since the 1960s when 
an adding and calculating 
machine plant was built in 
Pozrooll outside Naples, and 
today has other facilities at 
Mardanise, Aquila and in Bari. 
The five-year contract signed 
with the Mezzogiorno Ministry 
in July 1968 divides investment 
into five categories: industrial 
development and reconverefon; 
the establishment of three 
research centres (at Fazzuoli. 
Bari and Marrianise); research 
projects; training; and services. 
About 70 per cent of the total 
investment, equal to L587bn, is 
to be refunded. 

"We feel that the law offers a 
series of real opportunities for 
Investment in an area with a 
fragile infrastructure," says Mr 
Giorgio Panattoni, an Olivetti 
e n gi ne er. But, he points out, 
Olivetti’s investments in elec- 
tronic connections, terminals 
and project modules will also 
help the South. 

Sari Gilbert 


ITALIAN industrialists closely 
resemble that highly British, 
and now largely extinct, breed 
of entrepreneur, the small, 
independent off-course book- 
maker. For both, the pleasures 
of current success are nearly 
ruined by the pains of antici- 
pated failure. Today’s winnings 
are merely a mortgage on 
tomorrow's losses. 

This is not to deny that Ital- 
ian industry and government 
have to solve some severe 
structural problems to be more 
certain of prospering in the 
global markets of the 1990s. 
But there are occasions when a 
gathering of industrialists 
begins to resemble the darkest 
scene from a Russian novel, 
with pessimism rampant and 
proportion in scarce supply. 
One such was a conference a 
: fortnight ago organised by the 
young businessmen's section of 
Confmdustria in the pleasur- 
able resort of Santa Marghnrita 
Ligure. The theme was the 
future of Italian capitalism and 
almost all of thp co ntrib utions 
would have prompted the wise 
investor to put a sell order on 
his holdings in Italy toe. 

For Mr Carlo De Benedetti, 
the financier-president of Oli- 
vetti. there was no real capital- 
ism and no real market in 
Italy. Senator Guido Rossi saw 
the country heading for second 
division status in the European 
Community, Professor Gian- 
carlo Lombardi drew a parallel 
between the present and the 
16th century and warned that 
Italy again faced being "mar- 
ginalised and made the vassal 
of other systems.” 

There is no reason to doubt 
that these and other eminent 
participants believed every 
word they were uttering, 
although it also seems likely 
that they erred on the side of 
gloom, because so much of 
their message was intended to 
galvanise the politicians. 

Barely a word was spoken 
about the strengths of fte l l ton 
capitalism which can be 
summed up as the fcdlowfng: 

L A professionally managed 
and very financially strong col- 
lection of large companies 
whose fin a nc i a l assets exceed 
gross debt 

2. A robust and highly entre- 
preneurial small business sec- 
tor which is unusually (in 
Europe) export-oriented, flexi- 
ble and hard-working. 


3. A collaborative trade union 
movement disposed to accept 
market disciplines rather than 
challenge them in pursuit of 
narrow sectoral goals. 

4. Growing success, not only in 
applying technology acquired 
from elsewhere, but also in 
developing home-produced 
technology in areas such as 
new nmteriflk and mginiwring 

5. A human factor which is 
intelligent Imaginative, cre- 
ative and opportunistic. 

The strength of .these assets 
is both a reflection and an 
explanation of the enormous 
strides made by Italian indus- 
try in the 1380s. 

One further explanatory de- 
ment which was completely 
ignored in Santa Margberita is 
the role which the much 

maligned Italian pnlitipfl l rliwa 

has played in tire renaissance 
of Italian industry and can stiff 
play in helping ft to confront 
the challenges of the 1990s. 

It is easily forgotten that 
Italian governments devised 
financial aid packages and tax- 
ation policies which were cru- 
cial in stimulating in ve stm ent 
and restructuring plana which 
brought major companies such 
as Flat back from the brink of 
collapse in the late 1970s. 

It was also government 
action which forced the trade 
union movement to accept 
changes in wage indexation 
which helped bring inflation 
down from 22 to 5 per cent 
between 1980 and 1987. Finally, 
gove rnm ents have done much 
to restructure and reform pub- 
lic sector companies by nomi- 
nating managers of proven 
quality, vision and courage. 

At Santa Margberita, Mr De 
Benedetti offered the darkest 
vision to put into the balance 
against past achievements and 
current strengths. Structurafly, 
he lamented the fact that 
Italy’s medinm and large com- 
panies Of inte rnational signifi- 
cance pretty much remained 
those of 10 years ago. 

Fortune Magazine's list of 
tite top 500 non-American com- 
panies included only 10 itaHaif 


groups against 41 French, 54 
German and 74 British. The 
problem which most preoccu- 
pied Mr De Benedetti and also 
Mr Antonion D'Amato, the 
president of Confindustria’s 
young business section, is the 
fact that Italy’s small busi- 
nesses - boro at the rate of 
100 a working day for the last 
15 years - fail to grow into 
medium and large companies. 

Faced with the European 
single market, Mr De Benedetti 
said, there were only two 
choices: either to achieve 
quickly a large dimension or 
"to finish at the margins of the 


They erred on the side 
of gloom to galvanise 
the poIitlcian8 


m a r k et or be acquired by other 
companies." to»njm amn busi- 
ness seemed intrinsically 
unable to develop and to create 
structures of a growing dimen- 
sion. This was a source of great 
systemic weakness for Italy. 

But the Olivetti: president 
also threw other problems into 
the scales: the lack of an ade- 
quate domestic financial mar- 
ket, partly because savings 
were being "wasted” in financ- 
ing Italy’s huge budget deficits 
and public debt and also 
because the stock market had 
failed to reform itself: an insuf- 
ficient degree of international- 
isation of activities and also of 
inward foreign investment; an 
Inadequate research and devel- 
opment effort with per capita 
e xp enditure of $165 compared 
with an average $445 in five 
major Industrialised countries; 
and finally, a gap in compre- 
hension of the difficulties and 
in a capacity to respond to 
them between the corporate 
and political systems. 

This is a powerful critique 
which generates a sober reflec- 
tion about the prospects for 
Itali an capitalism. The single 
most important factor giving 
rise to pessimism about the 


outlook is that unlike a decade 
ago, the Italian economy now 
needs a swifter and more deci- 
sive response from the political 
system to help reduce its struc- 
tural disadv antag es. 

Thus, more effective reme- 
dial actum on the budget defi- 
cit and debt is needed to 
reduce real interest rates and 
the danger of recurrent finan- 
cial crises after all restrictions 
on the movement of capital are 
lifted next year. 

Urgent action is needed to 
streamline public administra- 
tion and the quality of public 
services whose present ineffi- 
ciencies weigh much more 
heavily on small businesses 
than on large. 

The state also needs to leave 
more room for the. private sec- 
tor by abandoning outdated 
systems of price controls and 
regulation of markets. A more 
determined policy of privatisa- 
tion and withdrawal from its 
presently enormous range of 
•industrial activities would pro- 
vide resources for public debt 
reduction. A body of regulation 
which imposes more transpar- 
ency and equal-terms of com- 
petition is also required. And 
swift passage of the anti-trust 
bill - already approved by the 
Senate - was repeatedly 
demanded at Santa Margherita. 

It is not easy to conclude 
that industry’s strengths in 
Italy are not more than offset 
by its structural handicaps. 
But Mr De Benedetti and oth- 
ers did acknowledge a growing 
awareness among the political 
class of the formidable respon- 
sibilities which it needs to ful- 
fil with much greater urgency. 

The question remains open 
as to whether much political 
movement is possible at all 
with out the major institutional 
reforms which Confindustria is 
insistently demanding. The 
probability is that sufficient 
action will in the end be taken 
to avoid the worst fears that 
Italy is going to be left behind 
in the 1990s. But It will be a 
close-run thing. 

John Wyles 


Industry is facing new problems 

We offer the solution 



TirsiiiK 


growth 



Newly-extended credits: 
2,219 billion lire 


Isveimer confirms the dynamic 

growth of the most signiiicant 

items in its Balance Sheet, 
especially for ontending . 

operations.in line with 
the new needs and di- it%*_ 
versified problems of 
the market's economy JSmUM 
The increment regis- IjrCT 
tcred in the ap proved kv. 


rings . in the newl y- 




Outstanding loans: 
7,968 billion lire 


extended credits and in the in- 
vestments underlines the to- 
;■ stitute’s steady effort in ad- 

apting its internal sbuctu- 
re to the new dimensions 
Mi prompted by demand. 
ssC The growing trust eqjoy- 
ed by Isveimer in the ov- 
/M ereeas markets is a firm 

^1 guarantee of the integra- 
g tkm of Southern Italy into 
1 the international economy 






Southern Italy s bank far m ed ium term credit 
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Italtel link-up with AT&T: 


alliance 
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phone ntfflty, «m finally move 
forward with a cohesive strat- 
egy and the infection of new 
technologies and product s that 
are needed to modernise the 
country’s embarrassingly 
poor-quality tafephone system. 
Aside from the £L85m of net 


networks.” Another 
tag Hallel's private switching 


Robert Allan, chairman, AT&T 

investment that AT&T is pot- 
ting into the Italian venture, 
Italtel will also have access to 
the famous Bril Laboratories. 

Moreover, Italtel will be 
fo rming a Joint venture com- 
pany with AT&T to market a 
“common catalogue” of public 
fntocmQB products. Both sides 
say they are willing to include 
third parties in this Joint 
venture. ' 

For AT&T, which baa a dis- 
tinctly. chequered record off try- 
ing to.esteoHsh a bridgehead m 
the European telecoms market, 
the Italian deal marks a turn- 
ing point. It means that AT&T 
stands to win a sizeable por- 
tion of tire $28bn of equipment 
contracts tied to Italy’s five- 
year plan to modernise its tele- 
phone system, known as 
“Piano Europa." By cooperat- 
ing with Battel, the American 
telecoms giant also hopes to 
work its way toward winning 
new business in Eastern 
Europe and in Third World 
markets where the Ita li a n s 
already have commercial ties. 

Mr Robert Allen, AT&T’s 
phlegmatic chai rman and chief 
executive, said in a recent 
interview in Rome that the 
link-up with Italtel would 
“bring the new and advanced 
products upon which success 
in 1992 depends.” Slightly more 
grandly, Mr Allen also said the 
accord “has the potential of 
i-tiaTiging the balance off com- 
petitive forces in Europe.” 

The deal Itself comes after ' 
years aTuncertataty in Italy. 
Between 1985 and 3987 Stet 
negotiated with the Flat group 
to farm Telit, which would 
have- been a Joint venture tele- 
coms company with- Flat’s 
Tekttra subsidiary. That proj- 
ect collapsed in November 1987 
when Fiat puBed out, alleging 
political interference. Between 
theerid afl987 andFebnrary off 
Brfu year four, foreinr telecoms - 
compan ies com p^wto win the 
band of STET and Battri; these 
were Alcatel irf France, Erics- 
son- off Sweden, Siemens of 
West Germany and AT&T. 

The Italtel/ AT&T accord la 
bring cemented by a swap off 
shareholdings, that, will see the 

BaUef and * tak- 

ing 20 per cent of AT&T/Net- 
work Systems International 

(AT&T-NSO. ttfe Dutch-based 
unit that started. fife originally 
as a joint venture between 
AT&T and Philips. . AT&T 
recently increased its stake in 
the Dutch unit to 85 per cent 
and this wffi drop to 65 per 
jam* as a result cf the Italian 
The Dutch unit had 
{6Q0m off 1968 sales and oper- 
ates primarily to the Nether- 
lands and Belgium. ^ 

Mr Allen, when asked 
whether AT&T might move its 
European base off operations 
him the Netherlands to Italy, 
add these was no immediate 
p te fc but- added that ^dearly 

fliatjy f pfml j nn far US tO COOK 

-future. 1 *' He also 
datoed .'that the new .accord 
wouht make Italy “the strate- 
gic- centre of European tele- 
commradcaifons.” 

Whether Italy ever becomes 
a strategteceotre for European 
- telecotns is unclear. Bat it is is 
dear that the Italians are in. 

. need of so me heto from U for* 

■ ri gn partner. 

.1 Thare are two. principal pea? 
song- Firstly, the a nnu a l sales: 
of Italtel.. which- last Tear 


Making phone calls in 1 Italy 
is a nightmare for anyone-whs 
has Just stepped off a plane 
from London, New York- or 
Frankfurt. Rarely is it possible 
to malm a connection between 
Italian cities (and frequently 
inside one city) without 
repeated dtalltng. Looked at in 
national terms, subscriber den- 
sity in Italy is 33 telephones for 
every 100 inhabitants; this 
compares with a European 
average of nearly 40 par 100. 

The planned co-operation 
between Italtel and AT&T win 
include research and develop- 
ment, production, purchase of 
common components, sales, 
installation anil servicing of . 
products in areas fm-tnritag 
public switching; transmisskm, 
operation s u ppo rt systems and 
private telecoms. 

On the public switching aide 
AT&T has promised to help 
Ratal- to h n prove its already 
successful r.infl a- UT system. 
The Italians are keen to 
explore the prospect of selling 
the Lines UT in the North 
American market, where it 
would he cmvKtflur nd a small- 
scale exchange. Mr Aften, at 
the Rome press conference that 
unveiled the accord, made all 
the right noises about how 
AT&T js now evaluating the 
possfbffity of marketing a mod- 
ified version of the Linea DT ia 
fheUS, but few analysts think 
it probable, that there will be 
much US interest in the Italtel 
system. 

A more Hkriy area off growth 
for the T.truwv ut is in Third 
World markets in places such 
as Africa and Asia, where the 
system may be integrated into 
newl y develo ping tele coms 
infrastructures. This,- hr. turn, 
could help AT&T to Ha 

own sales; by way off Its new 
Joint venture sales with 
HataL 

Afdde from the Baltd/AT&T 
alliance, the rest of the Italian 

iwfrrlre* consists off foreign QM- 

petttars that continue to battle 


Big brother gets a foot 
In foe European door 
ahead of 1992 


for Hw fhi mmriri; forei gn- 

ers are Alcatel, Siemens and 
Ericsson. Hat’s Telettra trier 
corns unit continues to flour- 
ish, meanwhile, and- has been 
especially successful in stri-. 
king: up rriationshfi»- In the 
Spanish market. 

The last time AT&T came to. 
Rome to announce a “global 
alliance” mr of - c o urse In-1968 
when -it paid 8280m to buy a 
( Bwn) 25 -per cent atafcp inGtt- 
vettl, the' office automation.' 
gronp. That alliance-te how 
tiding and AT&T is : scriing 
back its purchases off Olivetti 
personal coanputors as it con- 
siders alternative suppliers 
such as Intel off California. 

Until very recently, it was 
thought .that Olivetti might 
play a role in thfcJtettri/AT&T 

accord by co-operatteg on ti»: 
p ri va te switching sine. But Mr.; 
ATTen explained that while i 
O li vetti had been “s up por tive? * 
of the ItaKel/AT&T deal it 
would not have a role in the 
new venture. 

Now that all hf the negotia- 
tions are opt erf the way, it will 
be up to tiie US telecoms giant 
and its Italian partner to net 
about making their co-opera- 
tion accord pay off. No-one 
expects to see immediate 

results In the workings off the 
Italian p hone system; that win 
be a gradual process, likely to 
hit as many delays as any vext 
tore involving the Italian state. 
Hie first concrete results may 
come as AT&T and Italtel 
begin marketing Joint products 
to third countries. ' - 
. AH in aB, the accord appears 
to have satisfied both parties; 
AT&T gets its toot in the door 
of the European market ahead 
of the unification mea- 

sures off 1992 and the nations 
get a technologically brilliant 
Sfe brother, hope to see sales 
rise substantially at Italtel and 
may even finally get theft: tefe- 
phones to work properly. 

■ Alan Frtedman 


WHEN the Kalian Government 
approved an emergency elec- 
tricity generating programme 
at the end off last year, it gave 
a boost to the country's two 
gas tur bine makers. The mo- 
gramme consists of re-power* 
tag 13 820MW units at four 
. prtttiiq f power 
lWMW gas turbines, the 
installation off two gas turbine 
- units in the Molise region and 
construction of five 300MW 
units of combined cycle plant. 

Tackling expected capacity 
shortages and the threat of 
Mack-cuts which looms for the 
1990 b, state electricity corpo- 
ration ENEL is also engaged in 
-converting the Montalto di 
Castro nuclear station to nral- 
ti-foel conventional operation. 
That means more gas turbines. 

ENEL plans- to Install 85 gas 
turbine units, so Nnovo Fig- 
mine's Turbo tecnica, a subsid- 
iary of tiie EOT state hydrocar- 
bons holding corporation, and 
Plat Avlazione’s gas turbine 
division look set to share work 
worth about L8,000bn. 

ENEL says the two compa- 
nies are “traditional suppli- 
ers” set to receive equal shares 
when contracts are awarded. 
The business will soon start to 
flow. “The corporation’s board 
has a p prove d purchases from 
the two suppliers. Technical 
evaluation has been competed 
and talks are under way on 
prices," says Mr Carlo Felice 
vlvani, ENEL chief engineer 
tax conv entional power station 
construction. 

~The gas turbine co nt rac ts 
are not being awarded by com- 
petitive tender, so ENEL has 
the delicate task of negotiating 
prices on the basis off interna- 


David Lane on the power plant industry’s prospects 

Gas turbines back in fashion 


ttonal comparisons, particu- 
larly on i nfo r ma tion supplied 
by other European electricity 
corpor at ions. Wrangling over 
how much should be paid 
makes the process lengthier 

than c ompetiti ve hiddlng. 

However, ENEL should sign 
some contracts before factories 
shut for the summer break. 
“We expect to close negotia- 
tions an the eight gas turbines 
for Montalto di Castro. Finn 
orders could be placed for up 
to 28 units," says Mr Vlvani. 

Flat Avlaxtone says that 
growing Interest in gas tur- 
bines for electricity generation 
Is due to three factors: 

• the efficiency of these 
plants, especially combined 
cycle applications, makes 
them attractive because of 
lower energy production costs; 

• gas turbine based power 
plants wfataiku c a r b on diox- 

nlphm* and «nIM particle 
emission. And they are visu- 
ally and acoustically less dam- 
aging to the environment; 

• gas turbine plant offers low 
Installation costs, short deliv- 
ery times, Ugh reliability and 
ly wH ng f flexibility. 

These advantages are gain- 
ing supporters not only at 
h«nn»- Flat Aviazione rep or ts 
that, after the fall In orders 
between 1982 and 1886, the 
world market far gas turbines 
Is recovering and prospects 
are good. “In recent years 


there has been a shifi from tin 
traditional markets tfe® 
Middle East and Africa to 
developed countries, with a 
significant increase in the US,” 
says the company. 

The conditions that are lut- 
ing spirits at the Turin com- 
pany are boosting the order 


tty is 70 small to medium-sized 
units and eight large units, 
though the company says 
could be Increased without sig- 
nificant investment. With 
ENEL’s orders on the way and 
world market conditions 
looking favourable, production 
botttnecks must be a concern. 


The ABB-Ansaldo deal creates a leading world 
manufacturer of heavy electrical plant 


book and profit expectations 
at Florence-based Turbo tec- 
nica. The state-owned com- 
pany describes the rethinking 
of policies on electricity gener- 
ation which occurred last year 
as important. 

The crisis of nuclear power, 
the considerable problems 
associated with the environ- 
mental impact at coal and the 
large quantities of natural gas 
which have become available 
m»an more work far Turboteo- 
nica. "The use of gas turbines 
In combined cycle gas-steam 
plant; for re-powering and for 
co-generation of beat and elec- 
tricity is viewed much more 
favourably now than in the 
past,” says the company. 

During the past 12 years 
Turbotecnica has installed 
7.000MW of gas turbine gener- 
ating plant, winning fourth 
ranking In the world produc- 
tion league. Its «™«mi capac- 


Rxpci r ts absorb about 85 per 
cent of Turbotecnlca’s output 
and during the past two years 
it has won orders for several 
major projects outside Italy. 
Recently, it won a LlOObn con- 
tract from Morocco’s Office 
Nationals de l'Electriclte to 
snpply gas turbines for a 
I00MW power station. 

Emphasis on gas turbines 
has not, however, eclipsed 
Italy’s makers of steam gener- 
ating plant. Indeed Franco 
Tosi ami state-owned Ansaldo, 
part off the IRI holding corpo- 
ration, made news in January 
with an agreement involving 
Asea Brown Bovert (ABB). The 
global process of rationalisa- 
tion and concentration In 
heavy electrical plant, encour- 
aged by continuing surplus 
capacity, now embraces the 
Italian industry. 

Three companies have been 
established by AnsaMo*s deal 


with ABB. AiwuMo ABB Gom- 

r ienti, a company controlled 
Ansaldo and absorbing the 
boiler and turbine capacity of 
Franco Tosi, has responsibility 
for producing boilers end tur- 
bines. Transformer manufac- 
ture is concentrated In ABB 
Ansaldo Trasfonnatorf, con- 
trolled by ABB. 

Ansaldo file, controlled by 
Ansaldo, becomes Italy's only 
company for engin e ering and 
constructing power stations. 

Significant areas are 
excluded from the partnership. 
Ansaldo and ABB stay separa- 
te on engineering, pro d uction 
and sales of electrical motors, 
alternators, unclear engineer- 
ing and power plant electronic 
systems. Another piece miss- 
ing from the rationalisation 
Jigsaw is gas turbines. 

However, the agreement 
establishes a more competitive 
iwHfflffl ) Industry by bringing 
together the two main protag- 
onists, Ansaldo and Franco 
Tosi. It seals an alliance 
between Italian industry and a 
major International group, 
and iwWfttpw a Joint high tech- 
nology programme between 
AiBMldo and ABEL It creates 
one of the world’s biggest 
wiannftM-tiin gri L of heavy elec- 
trical plant On historic data 
the p u r h iiiinhtp hnWn a world 
■Tiar a off about 9 per cent in 
boilers and about 7 per cent In 
steam turbines. 


The critical circumstances 
which underlie the Ansaldo- 
ABB agreement seem likely to 
continue. Genoa-based 
Ansaldo draws attention to H a 
buyers* market which strongly 
squeezes economic margins of 
aU competitors.” 

Recent events in China put a 
question-mark over Last year's 
order Cor two 350MW units for 
the Li gang power station from 
Ansaldo. And little relief is 
offered by the home market 
where, last year, ENEL can- 
celled a contract for a nuclear 
station at Trino Vercellese and 
halted nuclear construction 
work at Montalto di Castro. 

Italian order prospects for 
steam turblue generating 
plant are gloomy for the next 
couple of years. Construction 
of the Brindisi Sod station is 
at an advanced stage. About 
Ll.OOObn of boiler and turbine 
work for Montalto di Castro 
has been awarded and all 
major plant orders have been 
completed for the stations at 
Tavazzano, Flume Santo and 
Gioia Tauro. 

“No other large projects are 
near to implementation. Siting 
new stations in Sicily and Sar- 
dinia is proceeding slowly and 
no plant will be ordered for 
combined cycle stations until 
planning authorisations are 
obtained,” says Mr Vlvani. As 
for the offshore station 
announced last year, an idea 
which has raised a few eye- 
brows, its detailed feasibility 
phase will be completed in 
November. Apprehensions 
must be overcome before 
orders are placed. 
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OIL. Wherever it is, we'll find it. Oil 
is the primaiy source of energy. It is the 
power that moves the world and will be 
so for many years to come. 

But, it is necessary to be prepared to 
wrestle this treasure from the earth’s 
most secret strongholds, using the latest 
continuously evolving technology, and to 
venture into hostile, inaccessible places. 

Agip, Italy's national oil company, 
took up this challenge sixty years ago, 
probing into the origins of the earth, 
experimenting with new techniques, and 
devoting to these activities human and 
economic resources that are always up to 
the difficulties to be overcome. 

Wherever the possibilities of finding 
oil exist, Agip is present with its spirit of 
initiative and decades of experience. The 
results achieved, alone or in cooperation 
with leading oil companies, in 30 
countries, on 5 continents, make Agip a 
reliable operator in any oil activity. 

Even where no-one has ever reached. 

§Adp 

- /Eni Group.^iiS^ H 
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ITALIAN INDUSTRY 6 


Why margins are coming under pressure 

Clothing loses a 
little of its lustre 


ITALY, WITH Lire 5,7071m 
($4bn) of 1988 exports, remains 
the leading clothing exporter 
among the industrialised 
nations that include Europe, 
the US and Japan. In global 
terms Italy is the second big- 
gest exporter in the world after 
HoDg Kong. 

However, the Italian clothing 
industry is facing a difficult 
patch as it struggles to keep 
pace with new and aggressive 
competition from West Ger- 
many and Spain in Europe and 
from lower-cost producers in 
places such as Turkey and 
south-east Asia. 

The weakness of the US dol- 
lar over the past couple of 
years has hit Italian sales in 
North America. Italian cloth- 
ing Imports are rising faster 
than exports and increasing 
labour costs are cutting mar- 
gins for Italian companies. The 
result of these trends is that 
the Italian clothing industry is 
under pressure, as are the 
related textile, footwear and 
knitwear sectors. Textile pro- 
ducers in particular - which. 
Including raw materials, furs, 
yams, threads and fabrics, 
accounted for L8,835bn of 
exports in 1988 - are finding 
that West Germany, the 
world's leading exporter of tex- 
tiles, is forging ahead. 

All of this is rather discon- 

Almost all fashion 
houses are signing 
licensing deals 

certing for the Italians, who 
have managed since the 1960s 
to emerge as a powerful force 
in the European and world 
clothing, textile, knitwear and 
footwear industries. The 
famous Italian flair for design, 
the superior quality of Italian 
fabrics such as silks from 
Como and wool from Biella, 
substantial Investment in fac- 
tory automation and the enor- 
mous financial backing given 
to designers by manufacturing 
firms have all helped Italy to 
become (In overall terms') the 
largest force in the Europe 
Community, providing a third 
of both output and employ- 
ment. What is now becoming 
clear Is that fresh competition 
from abroad will make it neces- 
sary for the Italians to run just 
in order to stand stilL 
Mr Adriano Benvenuto, sec- 
retary-general of the Assoc ia- 
zione Industrial! Abbiglia- 
mento, the apparel makers' 
association, laments “our pres- 
ent situation, where we see 
modest growth In domestic 
consumption, a rise in imports 
that is taking business away 
from Italian companies, higher 
labour and finan cial costs and 
very aggressive competition 
from other countries." Mr Ben- 
venuto points out that the first 
few months of 1989 show 
already how much faster 
imports are growing than are 
exports. 

The state of Italian clothing 
and textiles companies varies 
depending on the market seg- 
ment. Mass casual clothing 
producer-retailers such as 
Benetton and Stefanel are low- 
ering their expectations in 
North America and gambling 
heavily on fresh growth from 
Eastern Europe and south-east 


ITALY’S CLOTHING INDUSTRY* 
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Year 

1986 

1986 

1987 

1988 

Total salest 

12.300 

13,230 

13.625 

13£30 

Exports 

4.949 

5,418 

5.630 

5,707 

Imparts 

1,014 

1,205 

1,526 

1,741 

Trade surplus 

3.936 

4^13 

4.104 

3^68 

Worfcforcet 

150.969 

138,911 

135.300 

133 toO 
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Asia. 

Top fashion names such as 
Armani and Versace are piling 
into joint venture and franchis- 
ing deals in Japan. Manufac- 
turers such as Marzotto and 
GFT are beginning to follow a 
strategy of acquiring produc- 
tion facilities in West Germany 
and the US in order to both 
hedge currency fluctuation 
risk and provide a “local" pres- 
ence and service. And almost 
all Italian fashion houses are 
embarked upon a seemingly 
undiscriminating policy of 
signing licensing deals for 
products ranging from sun- 
glasses to kitchen tiles. 

The Benetton story is per- 
haps the best known outside 
Italy. The colourful company, 
founded 24 years ago by Mr 
Luciano Benetton, has now 
grown to nearly gl.lbn of 
annual sales, with a network of 
5.000 shops in 79 countries. But 
sales in North America came 
under strain last year as the 
overall market contracted, and 
Benetton has had particular 
problems with its US strategy. 

Some of the lustre has worn 
off the Benetton image, the 
weak dollar in 1988 made 
Benetton prices somewhat 
unattractive and the compa- 
ny's strategy of clustering out- 
lets has both over-saturated 
some areas and led to com- 
plaints. including scattered 
lawsuits, from some Benetton 
shop owners. 

Mr Benetton says steps are 
being taken to revamp the US 
business, which features 700 
shops. The US management is 
being strengthened, the retail 
network is being reorganised 
with a focus on larger shops 
and the group is creating a 
family of brands that go 
beyond the Benetton miw to 
include the “0-12” children’s 
line and the Sisley sports line. 

Benetton has just become 
the first Italian company to sell 
equity to US investors and has 
raised more than $100m. This 
has created a New York Stock 
Exchange listing, has enlarged 
the float of Benetton stock that 
is publicly traded from 12.5 to 
20 per cent and has instilled 
greater discipline at the com- 
pany as a result of having to 
conform to the requirements of 
the Securities and Exchange 
Commission (SEC). 

In addition, Benetton is aim- 
ing to raise more equity capital 
in Japan and to expand signifi- 
cantly in south-east Asia. 

Stefanel, which with 1988 
sales of L260bn is much 
smaller than Benetton, is still 
expanding aggressively and 
now has a total of 800 shops, of 
which some 600 are in Italy. In 
the US the company has only 
18 outlets, compared with an 
earlier target of between 40 
and 60 stores by the end of 
1988. Stefanel is also expanding 
in Japan and succeeded in 
obtaining a deal in the Soviet 
Union before Benetton. 

Marzotto, Italy's biggest 




m 


textile and clothing manufac- 
turer. has grown dramatically 
as a result of its takeover of 
Lanerossi, a yam and clothing 
business that was acquired 
from an Italian state group in 
October 1887. Marzotto had 
turnover of Ll,454bn in 1988 
and is working to increase its 
export sales, which at present 
represent less than SO per cent 
of total revenues. 

The company, which 
produces cloth for well-known 
Italian names such as Ferre in 
fashion and Zuccb* In the sheet 
and pillow-case sector, is one of 
the best-run in Italy’s textile 
sector. None the less, Marzotto 
is aware of the need to branch 
out around Europe in order 
to keep pace with foreign 
competitors. 

The same can be said for 
GFT, the equally well-run Tur- 
in-based clo thing producer that 
manufactures and distributes 
for names such as Armani, 
Valentino. Pierre Cardin and 

Foreign competition 
means Italy must run 
in order to stand still 

Christian Dior. Mr Marco Rxv- 
etti. the GFT chairman and 
manag in g director, is also hop- 
ing to increase production in 
West Germany and the US to 
spread his currency risk and 
better service international 
fashion names. 

The big namaa in Milan fash- 
ion may feel some resentment 
at the renewal of interest in 
Paris that has come about as a 
result of aggressive manage- 
ment at Yves St Laurent and 
LVMH or tiie rise of designers 
such as Christian Lacroix. 

But Giorgio Armani, still the 
king of Italian fashion. Is flour- 
ishing, even nego tiating the 
purchase of a minority stake in 
SIM, an Italian jeans maker 
that produces some Armani 
casual wear. Armani, - like 
other big Milanese designers 
including Versace and Krizla, 
Is launching into a major 
expansion programme in 
Japan, where each of the big 
names has now got a coopera- 
tion accord with Japanese 
houses such as Seibu and 
Kashiyama. 

The problems faced by the 
Italian clothing and textile sec- 
tor therefore vary greatly and 
the top-quality end of the mar- 
ket is clearly less susceptible 
to the kinds of competitive 
forces that have led many to 
slash margins. The return of a 
stronger dollar Is already help- 
ing the Italians. 

In general terms the outlook 
is for ever keener international 
competition. The undisputed 
superiority of Italian fabrics, 
style and workmanship in the 
clothing business may not be 
all that is needed to keep 
ahead in the 1990s. 

Alan Friedman 
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the Med it erranean diet and in 
traditional Italian products. 

“Outright purchase or acqui- 
sition of equity stakes will 
not, however, be the only 
operations plung in g tire whapp . 
of tiw food industry. I believe 
that many medium and small 
Italian firms will find market- 
ing and commercial joint ven- 
tures and partnerships with 
similar-sized foreign compa- 
nies a suitable strategy for 
meeting coming challenges,” 
says Count Marone Cinzano. 

With attention focused on 
the future, current perfor- 
mance risks passing unno- 
ticed. Yet this £s an important 
factor b ehind foreign interest 
In Italian food processing 
which, the count notes, is the 
country’s third largest indus- 
try after mechanical engineer- 
ing and textiles. Its added 
value last year amounted to 
L26^00bn, an increase of 5.4 
per cent on 1987. 

Between 1980 and 1988 food 
processing output grew by 17.5 
per cent, one of the biggest 
Increases in Italian industry. 
Over the same period maim- 
factoring industry production 
rose by &3 per cent overall. 

Reflecting, greater consumer 
concern for healthy diet, non- 
alcoholic bever a ge s and min- 
eral water have been awning 
the most dynamic sectors. Last 
year production increased by 
9.8 and 4.5 per cent respec- 
tively. Similar Increases are 
forecast for this year and next 

But changing life-styles 


“CINZANO Is happy to have 
! International Distillers and 
I Vintners as a major share- 
1 holder,” says Count Alberto 
Marine Cinzano, f l i Hlfna q of 
the well-known Turin drinks 
company. He describes the 
results of the link with the 
, British group, which took a 25 
per cent stake In Cinzano five 
years ago, as very positive. 

Though Cinzano did not 
have 1992 in mind when it 
sought a partner, the company 
was aware of the need for rein- 
forcement In order to compete 
in increasingly global mar- 
kets. “We considered that the 
battle would be won or lost on 
distribution and that partner- 
ship with a group strong in 
distribution was the best strat- 
egy.” explains the count 

As well as heading Cinzano, 
he has been chairman of Fed- 
erallmentare, Italy’s associa- 
tion of food and drink process- 
ing companies since last 
summer. His experience of 
working closely and harmoni- 
ously with a foreign concent 
therefore gives him insights 
on which he can draw to reas- 
sure the association members. 

Several major Italian food 
companies have passed into 
foreign ownership over recent 
years, the biggest deal being 
sealed last year when the Bot- 
tom pasta, confectionery and 
olive oil group moved from 
Carlo De Benedettl’s CIK 
Group to Nestle. Foreigners, 
both European and from far- 
ther afield, nmflnm to «|W 
around the Industry. 

Count Marone Cinzano attri- 
butes Interest to four factors. 
First, the industry is highly 
fragmented, the 40,000 compa- 
nies having an average size of 
about 10 employees. Second, 
Italy Is now rated low on polit- 
ical *w«l ggnnnmlr risk. Third, 

foreign companies are gearing 
up for 1992 and looking for 
expansion opportunities. 
Fourth Is a growing interest In 


WHEN FT comes to shopping in 
the ancient Trastevere region 
of Rome, tradition prevails. 
Attracted by the possibility of 
easy credit, and reluctant to 
give op the repartee and famil- 
iarity of daily small-store vis- 
its, many housewives snub the 
area's single supermarket and 
stick to the open-air market or 
their friendly neighbourhood 
i merchants. 

At the local grocery icing 
! sugar is still sold un pankagwri 
I At the neighbourhood bakery. 
It Is still possible to buy 100 
grams of beer yeast or bicar- 
bonate of soda wrapped up in a 
scrap of newspaper. Many 
housewives are loyal to the 
local mozzarella simp and will 
walk several blocks to pur- 
chase fresh pasta fr om a tiny 
specialist store. 

Over the last two decades, 
however, many thing s have 
chang ed in tw« Italian neigh- 
bourhood as in others. Licen- 
sing rules have been eased. 
Salt is no longer sold by state- 
licensed tobacconists’ shops, 
food stores can cany toilet 
paper, detergents, razors and 
shampoo. And greengrocers 
can sell oil, wine, eggs and 
canned goods. 

It is no longer possible to 
buy one cigarette or envelope. 
Several food stores have gone 
out of business, being replaced 
in one case by a restaurant, in 
another by a jewellery store, in 
a third by a boutique. But they 
have not changed enough. For 
If the number of food shops in 
Italy has been declining 
steadily - from 530,000 in 1961 
to 315,768 In 1987 - non-food . 
stores have continued to prolif- 
erate. Last year Italy was the 
only European country where 
the number of stores grew. The 
total, including the country’s 
110,377 licensed pedlars, is 
972.711 shops. 

Experts agree that the cur- 
rent ratio of stores per inhabit- 
ant - one for every 67 Italians, 
or 13 families - is inappropri- 
ate for a modern industrial 
nation and a real burden for 
consumers. It also has left 
Italy's would-be large retail dis- 
tributors highly vulnerable to 
competition from the rest of 
Europe after the establishment 
of the unified market in 1992. 
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David Lane looks at the food sector 

Foreigners gulp down 
some tasty tidbits 


means that frozen food is 
doing even better. Production 

rose by 1&5 per cent in 1988 
and is expected to increase by 
a further 6.9 per cent this year 
and 59 per cent in 1990. Shifts 

hi consumer preference have 

also boosted production of 
tinned and bottled vegetables, 
up by &6 per emit last year. 
Cakes and confectionery 
moved strongly ahead as wdl 

In contrast, some sectors 
slipped back. Italian sugar 
production fell by 1S.9 per 
cent in 1988, though it is 
expected to recover by 2.6 per 
cent this year and 39 per cent 
In 1990. Edible oil production's 
3.7 per cent fall should be 
c o u nte red by increases of 7.7 
per cent this year and 39 per 
cent in 1990. 

Federalimentare forecasts 
an overall increase in output 
of 8.0 per- cent next year, fol- 
lowed by 29 per cent in 1990. 
“Rationalisation expecta- 
tions of a continuation of the 
present expansionary phase 
underlie a scenario which is 
more dynamic than for indus- 
try as a .whole,” the associa- 
tion says. 

Italy’s food processing 
Industry continues to invest 
heavily. Last year the pasta 
sector spent L175bn on new 
plant a 9.4 oer cent Increase 
on 1987. Investment amounted 
to Ll83bn in meat pr oce s si ng , 
L260bn in vegetable process- 
ing, L260bn in mineral water 
anil TAtnhn hi t-afcag and con- 
fectionery. And the pace seems 

RETAILING 


unlikely to slacke n. Fed erah- 
mentare expects investment to 
increase by 8.4 per cent this 
year «nd &8 per cent in 1990. 

“We have certainly not 
reached investment satura- 
tion. Greater spending is indis- 
pensable for the industry to be 
ready for 1992,” says Count 
Marone Cinzano. Process 
improvements are needed to 
reach the higher leve ls of effi- 
ciency which the industry con- 
siders necessary to comp ete on 
level toms with other Euro- 
pean food processors. 

Inevitably this will me an a 
fiuther decline in employ- 
ment. During 1988 the number 
of jobs in Italian food process- 
ing fell by 09 per cent, to 
about 382,000. The workforce 
is expected to drop by 1 per 
cent both tti« year and next. 

Increased efficiency may 
wpioiii part of the Improve- 
ment in the trade balance in 
processed foodstuffs, the defi- 
cit being cut last year to 
L422bn from 1987*3 figure of 
L960bn. Federalimentare 
points to an increase of 119 
per cent in exports. The count 
is not satisfied, however, and 
wants to see much greater 
effort towards exporting. “Ital- 
ian companies must repeat 
their domestic success abroad 
where there is considerable 
demand for genuine Italian 
food products,” he says. 

The leaner, more automated 
and more efficient state of the 
industry may also explain why 
outsiders want to become 


Land of 1 m shops 


Mr Nicolo Nefrf, president of 
Rlnascente, the department 
store chain now owned by 
IFIL, a subsidiary of the Fiat 
automobile company, says for- 
eign competitors will face all 
the same difficulties that have 
kept national distributors fro m 
being able to expand at the 
desired rate. Nevertheless, he 
says, in the run-up to 1993, 
“large retail companies are 
concentrating their efforts on 
opening the biggest possible 
number of outlets In . order, to . 
leave little space to- the new_l 
competitors.” 

Rlnasc ente and Stan da — 
the chain bought last year 
from the Montedison Chemical 
company by Mr Silvio Berlus- 
coni, the TV and real estate 
magnate, for L769bn - plan 
new investment, as do smaller 
chains. But the difficulty in 
getting licences may mean 
much expansion will come 
from takeovers, like Rinas- 
cente’s recent purchase of a 
majority stake in the Sicilian 
chain, Sigros. 

In addition, even the biggest 
groups In Italy are small by 
European standards. Even If 
Stands and Rlnascente were to 
merge, their joint turnover of 
L6,000bn a year would not put 
them in the top 10. The Belgian 
company, Delhalze, with 
annual sales of L7,000bn is in 
10th place, while Carrefour- 
France, the biggest in Europe, 
boasts an annual turnover of 

L13500bn. 

Italy’s sector dedicated to 
large selling spaces - super- 
markets, hypermarkets and 
department stores - is 
severely underdeveloped and 
represents “a significant defor- 
mation of the supply-side of 
our trade system." says Mr 
Aldo Spranzi, director of the 
Centre for Trade Studies of 
Milan’s Bocconi University. 
Particularly in the centre and 
south of the country, relatively 
few have got into the habit of 
once-a-week shopping expedi- 


tions, preferring the smaller, 
daily excursion. 

More serious is the feet that 
law 426, Italy's governing law 
for commerce, is anachronistic 
and excessively restrictive, 
says Mr SpranzL Another prob- 
lem is that Italy’s city and 
regional governments have 
been hostile to large-size retail 
distribution, what the Italians 
call la grande distribuzione. 
Pressure from the powerful 

Even the biggest - 
groups are - small by' 
European standards 

Confcommercio merchants' 
association, which represents 
thousands of small, family -run 
shops that fear larger units 
will steal their customers, has 
been to blame. 

The difficulties in obtaining 
building and operating licences 
from local authorities have left 
Italy far behind the rest of its 
n eighbours. Legal restrictions 
mean that many of the super- 
markets which do exist are 
below optimum size and not at 
the best possible site. 

The last available figures 
sbow that at the end of 1987 
there were only 2&S. supermar- 
kets and 49 hypermarkets in 
Italy. By comparison, in 
France, there were 6,628 super- 
markets (stores with between 
400 and 2,500 sq metres of sell- 
ing space) numbered and 639 


hypermarkets (those with over 
2£00 sq metres). In Rome, the 
Italian capital, the situation Is 
worse than in northern cities 
such as Milan. Supermarkets 
in Rome cover only 149,000 sq 
metres compared with 208*000 
sq metres in Milan. _ . . . 

According to a study by the 
Shicron Research Institute and 
the Lazio association of con- 
sumer co-operatives, to mod- 
ernise successfully by 1992, 170 
retail stores of an average area 
of LOOO sq metres and ISO mini- 
markets (between 200 and 400' 
sq metres) will have to be built 
in the next three years. “In 
other words.” says Mr Gianni 
Milena, the association's presi- 
dent, “we’ve got to begin a 
phase of catching up on the 
delays t h at have accumulated 
over the years; and well have 
to push a bit more than others 
if we don’t want to find our- 
selves unprepared for foreign 
competition.” 

■ “The backwardness of our 
country is extremely serious.” 
says Mr Nicolo Pellizzari, man- 
aging director of Standa. “The 
law must be changed totally. 
There Is an excess of regula- 
tions which has had the effect 
of maximising Ine fficienc y. The 
state dictates trade policy 
rather than leaving it to the 
free competition of the mar- 
ket,” be said in a recent inter- 
view with a business magazine. 

Figures supplied by the 
National Statistics Institute 
show that in 1987 Italians spent 


insiders iu one of Europe's 
four largest markets. 

Italy is attractive, not least 
to the giants. BSN-Gervais 
Danone’s recent acquisition of 
Nabisco’s European interests 
included Saiwa, a leading Ital- 
ian biscuit company. Earlier 
this year the French group and 
its IFIL Agnelli partner took a 
45 per cent stake in Star, a ' 
company with interests In tea, 
canned vegetables and meats 
Last y ear Kraft, which 
controls maiOT brands JSk* 
Invernizzl and Sunmentflai, 

yamo dose to swallowing, the 
Parmalat dairy group. He inz Is 
a force with brands like Pias* 
mon. Dieter ba and SperlarL 
And Unilever Is a leader in ice 
cream, in frozenjood withFin- 
dus and in margarine and edi- 
ble oils. , _ ■«-• 

The beer business has also 
gone foreign, the most recent 
d reii being earlier this month 
when Canada’s Labatt bought 
control of the MorettL There 
are no sacred national pre- 
serves as British Intruders 
have shown by aiming for 
wine, not only IDV in CiMHB P 
but Allied-Lyons in Antinori 
and United Wine in RicasolL 

Notwithstanding much talk, 
of the strategic significance of 
the food processing industry, 
Italian business has not cre- 
ated a domestic giant able to 
match the outsiders. It missed 
an opportunity in spring 1985 
when privatisation of the Hu 
state holding corporation’s. 
SME food group to Boitoni, 
fhp» owned by Carlo De Bene* 
detti, fell through. 

What are the odds that, 
of forming the core of 
an all-Italian business, SME’s 
well-known names like Motta 
an ft Alemagna cakes, confec- 
tionery and ice cream. Bertplli 
olive oil and Pave&l biscuits 
will wind up In the hands of 
brand managers at the head- 
quarters of food mam m oths 
outside Italy? 

L278,555bn in shops. Ll31,5S5bh 
for food and drinks and 
L147,000bn for non-food items. 
But overall, large retail units 
handled less than 10 per cent 
of those sales, compared with 
58 per cent in Great Britain. 47 
p ear cent in West Germany, 64 
per oent in Sweden and 76 per 
cent in Belgium. 

Foreign companies have 
started casting their nets 
inside Italian borders. A 
French businessman, Mr Rob- 
ert Arland of Hypo record, has 
ftannaritjfrd L34bn for a hyper- 
market to open next year at 
Portogruaro. near Pordenone. 
Ikea, the Swedish chain of 
do-it-yourself furniture kits, 
has opened a Crs$ outlet at 
CiniseUo Balsamo outside 
Milan. The French group, 

_ Auchau, has linked with! the 
Conti chain of supermarkets hi 
Turin. Dutch-owned cash-and- 
carry leader Metro is expand- 
ing after years of immobility. 

Italian retailers are also 
pressing ahead with plans for 
expansion. Coop, the main co- 
operative outlet with about 
1,400 stores, has bought up 
local chains like Stella Market 
in Lazio and Full in the Veneto 
region and is reorganising its 
sales network. Standa (261 out- 
lets plus 218 affiliates) has 
increased sales through syner- 
gies with Mr Berlusconi's TV 
advertising company. Rlnas- 
cente (14 department stores, 33 
Croff housewares, 56 SMA 
supermarkets, 196 Upim Prix 
Unis, eight Bricolage DIY 
stores, and eight Citta Mercato 
hypermarkets and 160 affili- 
ates) is investing In new tech- 
nologies like bar code pricing 
and electronic points of sale. 

Sari Gilbert 
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The outlook for an important - but saturated - market 

Shadow over white goods 


THE EUROPEAN home 
appliance market has seen a 
signi fican t trend toward con- 
centration by way of magers 
and takeovers over the past 
year, but the remarkable fea- 
ture of the European market 
remains the dominant role of 
Italy as a leading producer and 

net exporter In the Commu- 
nity. Estimates vary, but it la 
generally accepted that Italy 
last year accounted for more 
than a third of Europe's white 
goods production, while con- 
sumer demand in Italy 
amounted to just 14 per cent of 
the European total. 

Much of the world Industry's 
attention has focused on the 
two global leaders - Whirl- 

DOOl-PhlliDS and Bterim lm. Tn 

the la tte r’s case ft was the 1984 
acquisition of Zanussi, the big- 
gest Italian producer, that 
helped catapult the Swedish 
concern to toe top of the Euro- 
pean market. In the Italian 
market,' meanwhile, last year's 
takeover by the Merloni group 
of Indesit poshed Merloni into 
the fourth-ranking European 
spot, with a 10 per cent share 
of the European market total, 
after Electrolux, Whirlpool and 
Bosch-fSemeus. 

The problem at present is 
that despite the greater con- 
centration which now places 80 
per cent of the market in the 
hands of the top 10 producers 
(against a 45 per cent share for 
the top 10 at the start of foe 
1960s) much of the European 
market is saturated, overcapa- 
city in Europe is nathnateH at 
around lm imta a year awl 
consumer demand is being 
dampened in key markets such 
as the UK by inflation and 
higher interest rates. 

In Italy overcapacity stands 
at around 20 par cent, which 
means that Efectrolux-Zanussi 
and Merloni are almost in a 
neck-and-neck race for foe top 
sales spot, with each company 
round the 20 percent mark and 
Zanussi slightly ahead. 

ZaniiBui last year produced 
4.3m unite against Merloni’s 
3.1m total, but a substantial 
portion of foe former’s output 
was for its Electrolux parent. 
Thus, some 71 per cent of Zan- 
ussi’s output was exported 
from Italy, while for Merloni 
foe figure was closer to 55 per 
cent 

With the powerfifl financial 
backing of its Swedish parent. 
Zanussi has since 1685 
embarked upon a major pro- 
gramme of /Capital investment 





in factory automation, a reduc- 
tion in foe workforce and a 
profitable diversification into 
foe components and catering 
businesses, which In 1988 
accounted for about a third of 
Zanussi turnover of Lire 
2,063bn- 

)Wi»rlnni haw aim hw»n invest- 
ing in improving its productiv- 
ity, but is now facing a period 
of at least two years of consoli- 
dation as it integrates the cost 
structur es of Indesit with its 
gyfgtlng Ariston brand. The 

Tnifarit aw piiatinn in Jan uar y 

Etectroiux-Zanussl 
and Merloni are 
almost neck-and-neck 
for the top domestic 
sales spot, with 
Zanussi just ahead 

1988 boosted Merloni’s total 
consolidated revenues by 77 
per cent last year to LlJlSSbn. 
In foe past few months Mr 

Vittorio Merloni, chairman and 
majority shareholder of foe 
eponymons group,- has had 
conversations with various for- 
eign white goods producers 
about possible co-operation. 
General Electric of the US is 
believed to have hinted at an 
offer far Merloni, apparently 
attracted by foe Italian com- 
pany's 10 per cent of foe Euro- 


pean market 

The GE-Mertoni talks did not 
lead to any deal, but it is 
thought that the Americans 
were prepared to pay more 
than double Merloni's L270bn 
market capitalisation on the 
Milan bourse. Mr Merloni says 
be has no plans whatsoever to 
sell his company. Other explor- 
atory talks have been held by 
Merloni with AEG of West Ger- 
many and with Thomson of 
France although Mr Merloni 
downplays these contacts as 
well, pointing out that “in this 
sector everybody Is talking 
with ever y body else and every- 
body wants to buy everybody 
else." 

Merloni's costs are expected 
to rise by about 5 per cent this 
year »nri the company hopes to 
recoup around naif of this 
increase by wayof price rises 
and i m proved efficiency. The 
56-year-old Mr Merloni is con- 
cerned that the rate of growth 
in the domestic Italian marirpt 
in 1989 will be modest, “some- 
where between 0 and 3 per 
cent” He is even more worried 
about the UK, which last year, 
represented 23 per cent of Mer- 
loni’s total t u rnover, slightly 
less than the proportion of 
Zanussi ’s revenues. This year 
the UK growth rate could be 
negative for Merloni and 
Britain as the proportion of 
total Merloni sales wDl slip to 
around 20 per cent, according 
to foe chairman. 

Integrating the UK sales and 
servicing sides of Ariston and 
Indesit has been a top priority, 
but it Is proving a formidable 
task. Ariston’s High Wycombe 
office was closed on June 1 

ty yynim Marinml plan* to shift 

aH its commercial operations 
to foe Indesit headquarters at 
Crayford in Kent. 

But Mr Marinnl lamanta foe 
unwillingness of most of the 
100 staff at High Wycombe to 
transfer to Kent and says this 
has hurt the group’s UK sales. 

In labour terms some 2,000 of 
the Merloni group's 5,950 
employees tame along with the 
Indesit takeover. Since last 
year Ariston and Tnd«rft have 
actually been hiring more peo- 
ple in order to develop the 
manufacture of new niche 
products at foe group’s 10 
plants , located in and around 
Turin, Naples and foe Mfrw-he 
region of Italy. 

In management terms the 
aim is to integrate Ariston and 
Tndwrit strategies between now 
and the end of 1990, eventually 


unifying the still separate 
boards and creating one group 
with two brand names, of 
which Ariston is the more 
upmarket In particular Mr 
Merloni Is working to bring 
together - and under control 
- the costs associated with 
adminis tr atio n, treasury man- 
agement, components purchas- 
ing, product development and 
after-sales service. The sales 
networks themselves are to 
remain separate, with Ariston 
distributors handling 750 dif- 
ferent models and Indesit a fur- 
ther 250 types. 

Mr Merloni says be is not 
worried about “making more 
profits tins year or next” and 
Ms group net earnings 
declined by IL7 per cent last 
year, to Ll&2bn. Indesit turned 
in a break-even result last 
year. A recent analysis of Mer- 
loni by Sviluppo, the Milan 
investment bank, advises 
shareholders to sell because it 
forecasts that it wfil be 1991 
before the company succeeds 
in integrating Ariston and 
Indesit sufficiently to reap 
enough profits to return to the 
1987 net level of LlSbn. 

While Merloni carries on 
with its restructuring project, 
rumours are rife about what 
may happen to two of Italy’s 
umalter white goods makers - 
Candy and Ocean, respectively 
third and ftfth companies 
In terms of market share. It Is 
thought likely that one or both 
of thpm HimpmiBB win eventu- 
ally be either bought or 
menrged with a foreign com- 
pany. 

The short-term outlook for 
Italian producers is *Hna simi- 
lar to that for other European 
white goods manufactu rers - 
a mixed bag of low growth in 
domestic and E u ropean sales, a 
battle against costs pres- 

sure on margins, and a con- 
tinuing drive toward sec- 

tors and products. 

Both 7jmnMi and Merloni 
are large enough to be assured 
of a significant position in the 
Europe-wide market, but Mr 
Merloni, like other European 
white goods executives, pre- 
dicts a further shake-out 
among the top 19 producers. 
“We are in. foe elimination 
round, the finals," he says, 
adding sardonically: “It is now 
a matter of seeing who will be 
the first to drop out." 

Alan Friedman 


"ITALIAN DESIGN," says 
Andrea Branzi, “does not exist 
That is its strength." The 
speaker is the Florentine archi- 
tect and director of Archizoom 
Associati in Milan, a noted 
practitioner and one of foe few 
m this highly successful indus- 
try willing to offer explana- 
tions of this typically Italian 
paradox. 

The design industry is a 
totally uninstitntionalised suc- 
cess story; no General school, 
no diplomas, no university 
courses. The profession is 
unrecognised and unregulated. 
Anyone can be, and is, a 


In the field of dress dwig n, 
Valentino and Gianfranco 
Ferrt approach their careers 
from totally different direc- 
tions: Valentino, the com- 
pletely self-trained man, and 
Gianfranco Ferre, foe archi- 
tect 

Both have now matte Pails 
an important centre of their 
operations, thus showing how 
well-placed the industry is to 
face tbe challenges of post- 
1992. Gianfranco Ferr6 has 
taken over from Bohan as chief 
designer at Dior, while Valen- 
tino will be showing his next 
season’s collection in Paris as 
well as Rome this year, for tbe 
third time. This is a matiw of 
necessity rather than choice, 
as frequent Alitalia strikes nnrf 
poor telephone services make 
buyers less and less enthusias- 
tic about coming to Rome. 

Giorgetto Giugiaro, tbe cre- 
ator of sleek car-bodies for the 
Maserati Ghibli, the Ferrari 2S0 
GT, foe De Tomaso Competi- 
zkme and the Mangnsta, is the 
son of a Piedmontese church 
artist He acted as apprentice 
to his father and did not finish 
his formal education. 

Car design was his first but 
is far from being his only inter- 
est. He has recently designed 
the blouson unisex bicycle for 
the Bridgestone Company in 
Tokyo, a taxi for the Museum 
of Modem Art in New York, 
and a new shape of paste for 
Uw Neapolitan ft™, Voiello. 

The Italdesign company was 
founded by Mr Giugiaro, with 
Aldo Mantovani, near Turin in 
1968, It now has a turnover of 
Lire 32bn. Mr Giugiaro has 
(officially) designed 63 cars, of 
Which 33 (including the highly 
successful Fiat Uno and Panda) 
are currently in production. 
But often the relationship is 
kept secret, so the true total is 
difficult to assess. 

Mr Giugiaro has been forced 
to become a technological 
expert in order to survive, but 
he himself says that he bag 
tried to look at cars creatively, 
keeping In mind the environ- 
ment in which they have to fit. 
He talks like an architect, but 



Andrea Branzi, the Florentine architect 

In spite of designers of note ... 

Public taste 
remains low 


is, at heart, a painter. Three 
years ago, he surprised every- 
one with a show of his works 
at the Galleria Rizzardi in 

Milan . 

Industrial design is the true 
spiritual heir to the Italian 
artistic tradition. Mr Giulio 
Carlo Argan, art historian and 
one- time Communist mayor of 
Rome says: “If the art of the 
14th century was Gothic, that 
of the 15th Renaissance, that of 
the 17th Baroque, then the art 
of the 20th is industrial 
design." 

Today’s design companies 
tend to be medium-sized pater- 
nalistic institutions, set in the 
tranquil suburbs of major 
cities, mainly between Milan 
and the Alps (with Brianza as 
the historic birthplace of the 
industry) and probably have 
much in common with the bat- 
teghe where Giotto learnt from 
Chnabue, or Bernini from Bor- 
romini. 

Italian design first dazzled 
the world with its shining 
chrome, smoked glass, luxuri- 


ous leather and multi-coloured 
Perspex in the 1960s, but its 
nffirfai birth took place in the 
mid-1950s, with foe publication 
by Domus Magazine of the 
“manifesto for industrial 
design." 

The rapid growth of. the 
industry was largely due to 
inspired managers such as 
Adriano Olivetti, for whom 
Ettore Sottsasa in 1969 pro- 
duced the fawimm “Valentine" 
portable typewriter (which he 
describes as the Biro of type- 
writers) and Ennio Brion 
(Brionvega), who commis- 
sioned triangular totem-like 
television sets from the young 

Mar io Bellini. 

The close relationship with 
industry has been maintained, 
the designers concerned almost 
always keeping their own 
design practices and Indepen- 
dence. The honeymoon with 
Industry continued, but some 
mistrust crept in as suspicion 
over the crude motives of 
industrialists built up and 
environmental pressure groups 


grew In strength. 

In 1981, Ettore Sottsasa 
formed the Memphis Group 
(with Andrea Branzi and oth- 
ers), which made a clean break 
with industrial rationality, and 
was as shocking to industrial 
design as Rauschenberg, War- 
hol and Jim Dine had been to 
the art world in foe 1960s. 

Italian design has, however, 
remained “design for an elite,” 
unlike in other European coun- 
tries where, perhaps because 
foe industry has been nurtured 
and given governmental 
encouragement, good stan- 
dards of design have filtered 
down to all levels. 

In Italy, where visual sensi- 
tivity is generally high (how 
could it be otherwise with an 
endless supply of medieval and 
Renaissance cities providing 
instant architectural history?), 
no attempt has been made to 
improve even the street signs. 
Even tbe signs on the Auto- 
strada del Sole, by Munari, are 
barely adequate. 

Public taste, too. is curiously 
uninterested in good modern 
interior design. One of the 
spearhead industries, Cassina 
(born in Brianza Just after the 
war, when the head of the fam- 
ily firm was asked to refit the 
battered Italian navy's ships) 
made an ironic comment on 
foe state of public taste in the 
1960s. Alongside excellent and 
innovative modem design, it 
started a series called “I Mae- 
stri” (the Masters). These were 
high-quality copies of furniture 
designed by great names of the 
recent past, from Le Corbusier 
to Mackintosh. 

It was a noble attempt to dis- 
courage the Italian public from 
continuing to furnish their 
houses with poor reproduc- 
tions of antique furniture - 
but only partly successful, 
judging from the proliferation 
of vast emporiums selling just 
such objects on the outskirts of 
all the major I talian towns. 

There is also little attempt to 
use design to make life more 
pleasant for tbe harassed city- 
dweller, and such experiments 
as there are tend to be treated 
with incomprehension and 
derision. A recent courteous 
effort to let the crowds outside 
a Van Gogh exhibition in Rome 
know how long they would 
have to wait from various 
points in the queue was lik- 
ened in the Rome daily La 
Repubbtica to the Italian equiv- 
alent of snakes and ladders. 

Perhaps Italy’s extraordi- 
narily talented and vital 
designers should band together 
and twist the arms of local 
councils to give the public 
what it needs, like it or not 

Jennifer Grego 
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. Whatever your product, 
we can help “you move It” 







Metered Dote Mterapumpr - Whatever your pro- 
duct (glues, creams, ketchup, ote. perfumes, fathers. 

get disinfectants, detergents-.} we at Sar can help 
you move it. Our people with their experience linked 
with advanced technology, up to-date production 
systems and research laboratories have 
successful placed SAR as the tearing 
j manufacturer of metered micro- 
- V pumps, supplying more than a quarter 
^ of the European market. SAR has kv 



creased its turnover tenfold in the fast five years and 
expands constantly to meet the worldwide market 
demands through a distribution network and via sub-, 
sfdkxy companies. Whatever the product and re- 
quired dispensing characteristics, SAR has the 
production capacity and 
ftewbffity to be the Ideal 
partner. Choose SAR and 

youwBbe: 

‘‘welcomed to the future 1 * MBERH>DOSEMJCROPUMPS 


rertstics. sar nas n 
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The largest oil 
refinery in the 
Mediterranean 
at your service 

SARAS has always advanced tedmotogically to process 
crude oil on behalf of thud parties with the highest added value. 


With a processing capacity of 18 million metric tons 

per year (360,000 BSD) and S million tons 
per year of convoskm capacity, SARAS refinery 


can receive crude oil from tankers of up to 

260,000 D WX store into its huge tank fann 
(4 million aunt.) and deliver the entire range of 




SARAS S*A- BAFFinemESABDE 

head OFFICE - 20122 MILAN - GALLERIA DE CRISTOFORIS, 8 - TEL (02) 77371 - TELEX 311273 - FAX (02) 790640 
REFMEAV - 08018 SARROCH (CAGLIARI) - SS. SULCTTANA KM. 19 - TEL (07® 90911 - FAX (07Q) 900209 
BRANCH OFFICE - 00187 ROME - SALITA S. NICOLA DA TOLENT1NO, 1-B- TEL. (06)4742701 - FAX (06) 4742701 
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TMa yat*» flhutratka of the many 
cross-holdings in Italy's private sector 
ne tw or k of corporate and flnanrfai power 
is im most complex «innw the series began 
in 1385. As the unified European market 
of 1392 approaches, Italy’s top industrial 
and financial concerns are busy cementing 
more alliances designed in part to protect 


them from hostile-takeover bids. 

The cross-holdings show bow some 
of Italy's top groups are diversifying from 
their core Industries into financial and 
media activities; a prime evampie of this 
was the recent takeover of control erf 
the Mondadori and L 'Espresso publishing 
businesses by Mr Carlo Ds BanedettL 


The central position of Mediobanca, 
the Milan merchant hank, remains an 
immutable feature of Italian hi gh flnym» 
even though foreign bankers say its role 
could become vulnerable as more Italian 
companies require international rather 
than domestic corporate finance 
operations. 


T he Genoa! Meeting of Banco di 
Napoli, held on 29* April 1989 
under the chairmanship of Professor 
Luigi Cocriofi, appr o v ed the Group’s 
1988 aocounis, which have been certi- 
fied by Price Waterhouse. 

Total assets came w Lit. 74 $46 bil- 
lion an increase of & 1% over the 1987 
figure; loans and advances amounted to 
Lit 50,271 billion, a rise Of 9.1%. There 
w» a substantial increase of 22% in Ibr- 
dgn currency lending and one of 15.7% 
in loans gcanted by the special credit 
sectioos. On the liabilities side, deposes 
and borrowed funds increased by 5-9% 
to liL 62,620 billion. 

The gross profit, naof the additional 
specific allocation to the staff pension 
fund, amounted to Lit 465 billion in 
1988, compared to LiL 433 billion in 
1987, an increase of 7.4%. 

The additional specific allocation co 
the staff pension fund, over and above 
the as of the normal banking system 

scheme amounted to liL 206 billion in 
1988, compared to LiL 184 billion in 
1987. If the above alloc&ion is disre- 
garded the gross profit of Banco di Na- 
poli was LiL 671 billion in 19S8 Ltd 17 
biffioo in 1987. 

The netpmfit lor theyearwaked out 
at LiL 74 billion, an increase of 193% 
over 1987; this result enables the 


Bank to pay boldets of savings sha- 
res a dividend of 14%, the same as the 
previous year. 

A new branch has been opened In 
Fans to oomptemem the existing for- 
eign tranches in New York, Loodoo, 
Ffcmkfat, Buenos Airesand Hocg Kong. 

The Group's Luxembourg subsidiary, 

Banco di Napoli bBematiaHl, has coo- 
finned its high intamtio ml y ppding 
In 1988 Banco di Napoli father ex- 
panded its range of financial and bank- 
ing prcxiicts by escrfjllshing specialized 
companies (Brokerfaan for insurance 
broking 2 nd Srihppo di Nuove trazia- 
tire for the production of equipment for 
the enetgy and enrtroranenol sectors). 

In the first half of 1989 another new 
company - Revibm- was set up for 
organizational and financial auditing 

Banco di Napoli's souaureas a multi- 
functional group was teonafaed by 
establishing BN Holding as the parent 
Compaq for die Group’s subsidtsies in 

the financial services fiekL 

These new axnpanies join BN Leas- 
ing. BN Factoring, SofibanTinban, Ges- 
tiban, Finrete, Efiepl and ftomat, all of 
wirich operate in the financial services 
seder, and Innovate (promotion of 
technical irawration) and Datioha Pn> 
cessfag (data processiqjX which pro- 
vide commercial services. 


Banco di Napoli is striding forward ink) Europe, but if remains faithful to its 
origins in the South of Italy, where its 400 branches proving the mast 
sophisticated services in real time offer its customers the best of auarantees. 


time offer its customers the best of guarantees. 


Another 100 brandies m the Nodi and a strong presence abroad hither 
enhance die prestige of the Bona A Napoli Group and vouch far ibefficenqr. 


Highlights of the 1988 

annual accounts 


in batons of Uru 

BALANCE SHEET 

Total assets 

loons ondodranas 

Deposes borowed funds 
Various previsions 

(of wNck- funds eannaAed ior 
he staff) 

Capital and reserves 

W0HTAND105S ACCOUNT 

Goss income 
Operating proft 
Grass profit 

AddfionalaBocctiort 
to stdf pensio n fund 

Grass profo net of 
(fooveofocofan 

OfterdbcafkXB 

Net proto 


1982 1983 1984 1985 1986 1987 1988 

26,668 35,931 43112 50,575 60^430 69,339 74,946 

14,211 19,952 26J322 30606 41,062 46.103 50,271 

21743 30031 36,401 44,124 51,785 39,122 62^20 

918 1760 1744 2735 2792 31317 3^571 

480 614 887 1788 1,672 1,935 Z107 

505 614 612 622 1,129 1,170 1,200 

951 1,181 1,406 1^93 1,921 1356 1,986 

284 325 458 516 695 501 586 

241 358 508 608 720 617 671 

(51) (58) (128) m (197) (184) (206) 

190 300 380 429 523 433 465 

(183) (292) £167) (412) (466) (37)) 091) 

7 8 13 17 55 62 74 
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Head Offee: Naples 80132-Vio Toledo 177-178 
494 branches in ltdy 

foretoi branches in New YoA, Franlduri, Buenos Aires, London, Hong Kong and Fail 
Subs&iyiBanrodNc^ln^^ 


CREDIOP 

CONSORZIO DI CREDITC PER LE OPERE PU0BL1CHE 
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MEDIUM AND LONG-TERM 
CREDIT INSTTTUTE 
Capital and Reserves: L 1,668 billion. 
Risk Provisions: L 1,194 billion. 
Loans outstanding: L 19,326 billion. 

(Incorporated under public tew in 

1919) 


□ LOANS TO INDUSTRIAL 
COMMERCIAL AND SERVICE 
COMPANIES 


□ LOANS TO PUBLIC 
AUTHORITIES AND THEIR 
AGENCIES 


□ EXPORT CREDIT 


HEAD OFFICE 

ROME 

Via Quintino Sella, 2 
TeL 06/47711 - 
Telex 611020 CRDPRO I 


REGIONAL OFFICES: 

MILAN 
Via Brera. 19 

PADUA 

Via Emanuete Filiberto, 14 
ROME 

Via di S. Nicola da Tolentino, 5 

NAPLES 

Via Medina 40 

BARI 

Via Roberto da Bari, 119 


ASSOCIATED COMPANIES; 


□ AFIN SPA / Rome 
Financial Advisory Services 

□ C. FIN SRA / Rome 
Factoring 


□CREDIOP FINANCE PLC / London 

Investment and funding operations 
on international markets 

□ CREDIRAR SRA / Rome ' 

Capita] investments 

□ CREFID SRA / Milan 
Trust Company 

□ PROMOTIO SRA / Milan 
Portfolio Management and 
Financial Brokerage 
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FINANCIAL TIMES 




This week has seen 

a faster than 

expected move by 
Spain into the 
European Monetary 


System^ At the same time, work 
continues around the clock to meet 


the deadline for the implementation 
of stock market reform, reports 
Peter Bruce 

Speeding up the 
rate of change 


TBK ACCELERATION tovratds 
a f olly -modernised financial 

ersfand 

less and struggling to keep 
their bearings. 

The peseta, from the begin- 
ning of this week, Joins the 
exchange rate mechanism of 
the European Monetary Sys- 
tem. The move has come a 
year earlier thaw many had 
expected: it Is only just over 
two weeks since Mr Carlos Sot- 
chaga, the finance minister, set 
a deadline of July 1990 for 
Spain's membership of the 
exchange rate mechanism. 

Meanwhile, another dea d- 
line, almost impossible tight, is 
little more than a month away: 
July 29 is the date set for the 
implementation of the sweep- 
ing reform of Spain’s four 
stock markets. 

The complicated reform of 
Spain’s capital markets is 
being implemented so quickly 
- the enabling Act was passed 
less than a year ago - that 
previous measures to modern- 
tee the economy, including the 
lifting of hanking and invest- 
ment restrictions on foreign- 
ers, now look positively tamo 
by comparison. 

On Friday July 28, Madrid’s 
80 or so Agentes de Cambio y 
Bolsa, brokers, walk an to the 
floor af the exchange and trade 


as Government-licensed indi- 
viduals for the last *hnn The 
next Monday, those who have 
not fled the business alto- 
r, or fled Madrid’s stifling 
for the August holiday, 
will be back as registered brok- 
ing or dealing companies. 
Trading, an essentially legal' 
process now, will become a 
commercial one. 

It is a leap hto the grea t 
unknown. Agentes, who have 
supported each other on the 
floor as gentlemen, will have to 
compete as companies. The 
<»iwh through which thev run 
the Bolsa becomes a limited 

company with manhw* wnm p n . 

utes allowed to vote according 
to the weight of capital behind 
them. Everyone is scared that 
the old bands will break. There 
is dark talk Of ranwimlaalnng 

wars. 

.No governm ent would have 
dared place the main players in 
an already vulnerable and 
small stock market in such 
jeopardy, though, had some- 
thing not been going right. 

Far aO the dire warnings of 
runaway wfiatinm awn general 
overheating, the fact is that 
the Spanish economy remains 
one of the most robust In 
Europe. Inflation, currently 
handing for some 6L1 per cent 
far the year, is about one per- 
centage point ht ghtw than the 



CONTENTS 


The Madrid Stock Exchange: a cool exterior hides frenetic activity 


SPAIN: Banking & Finance 


: would have hoped, 
there are real prospects of 
' a slowdown in price increases 
later in the year as the peseta 
begins to subside against the 
D-mark and as rising inflatinw 
in Spain's European trading 
partners begins to dampen 
local enthusiasm for imported 
cons um er goods. 

Although the danger of 
higher interest rates still exists 
— the broad money supply 
measure ALP had grown 13 per 
cent in the first five months of 
1988, well above the 9.5 per 
cent target ceiling - the 
Socialist Government has at 
last sbowa same willingness to 
take fiscal measures to stop 
the rot and not leave the battle 
to monetary policy alone. In 
May it lopped Ptall5bn (£577m) 
off a number of ministerial 
budgets and took another 
PtalSStm out of circulation by 
raising and bringing forward 
corporate witholding farms 

According to the latest 
report on Spain .by the Organi- 
sation for Economic Co-opera- 
tion and Development (OECD), 
gross domestic product will 
grow in real terms by 4.75 per 
cent this year and it predicts a 
fall in official unemployment 
from 18.5 per cent of the work- 
force to 16 per cent by the end 
of 1990. Although the deficit on 
the current account of the bal- 


ance of payments is Hksly to 

more than Hnnhlfl tWa year to 

$8bn, a switch of financial 
resources away from impests 
ahmiid begin to help exporting 
industries. 

Perhaps most important for 

imrlw t i wiMan i^ thnaip h fags 

been the way the gov er nment 
has dealt with a serious break- 
down in the social pacts that 
bound government employers 
and unions together in Spain 
far 10 difficult years after the 
death of General Franco. A 
nation-wide general strike last 
December 14 to protest about 
conservative anonmwte policies 
brought the c ou ntr y to a halt 
and clearly scared Felipe Gon- 
zalez, the prime minister, and 
his party. 

He was, earlier this year, 
under immense pressure to call 
an early election but resisted. 
Doing nothing aaama to have 

worked. The rniintm have not 
been able to mobilise public 
opinion to any serious extent 
Thousands of wage agreements 
have already been signed in 
the private sector - most of 
them one or two points above 
the 5 per cent the government 
would have liked — and public 
sector union disruption, 
though severe in some cities, 
has been relatively low key. 

The stock markets have 
rewarded the good news with a 


rush of activity In the past 
three months. The Madrid Gen- 
eral Index, which had stalled 
below 270 by the beginning of 
March, has since whistled past 
the 300 barrier and by mid- 
June was approaching 320. The 
giant $Lt4bn floatation of 2&5 
per cent of Repsol, the state- 
owned oil conglomerate, 
attracted neatly 400,000 private 
Spanish shareholders in May 
in probably the most convinc- 
ing display ever of the poten- 
tial for popular capita bum in 
Spain. 

At least the agentes, as they 
end their days of wine and 
honey (and fired commissions), 
are going out with a bang: 

The Big Question now, 
though, is whether the market 
momentum is sustainable after 
July 29. According to local 
logic, the more brokers and 
dealers admitted to the new 
markets, the more liquid the 
markets wffl be. Three or four 
years ago, some agentes set up 
«maH investment hnaaen pre- 
cisely to prepare for July 29 - 
they hired and trained people 
as fund managers, analysts 
and traders. Many did not, 
though their hesitancy has 
been rewarded as big Spanish 
banks, foreign brokerages and 
Investors like Mr Carlo de 
Benedetti have been clamour- 
ing at tlm doom of qgenfes with 


offers of partnership. (By law 
the only way a non-o genie can 
enter the market initially Is 
through a maximum 30 per 
cent partnership with one.) 

Suddenly, the older but 
smaller independent houses 
look vulnerable as other 
agentes find powerful partners 
just ahead of the registration 
deadline on June 23. The bank- 
backed agentes will probably 
dominate not only the market 
but also decisions about the 
way it is run because votes on 
the companies being created to 
administer the exchanges will 
be capital-weighted. . 

The fear among prospective 
brokers and dealers is that 

lmleag the fkwnicinn MaH final 

del Mercado de Valores 
(CNMV), the state-controlled 
regulator created just nine 
months ago, maintains the 
0.25 per cent commission 
on trades, the new members 
will quickly begin to squeeze 
fees and, in many cases, com- 
mit financial suicide. The 
CNMV may decide to hold the 
commissions as they are but it 
then risks ruining retail busi- 
ness for small brokers who say 
they cannot make small trades 
for such little money. 

The scramble to put together 
a new capital market has also 
thrown up the absurd possibil- 
ity that instead of all Spanish 


shares being quoted cm a new- 
ly-installed computer assisted 
trading system (CATS), the 
markets could continue indefi- 
nitely with the old floor-trad- 
ing system as well. Mr Carlos 
Croissier, the CNMVs 38-year- 
old president, says that as the 
law stands there is nothing he 
can do to force companies onto 
CATS. 

Many agentes, meanwhile, 
say they will continue to 
encourage certain companies 
to stay oft CATS. They say 
thinly-traded companies need a 
regular 10 - minute floor trading 
session daily to keep their 
stock liquid and that they 
could be "forgotten" on CATS. 
“The old market will die hard, 1 * 
comments Mr Edward Nichol- 
son, chief of Barclays Securi- 
ties in Madrid. 

True, and things might get 
even harder. Highish hopes at 
the end of last year that the 
introduction of private pension 
funds in Spain would at last 
generate a local source of 
long-term capital for the mar- 
kets have turned sour. Not a 
single Spanish company has 
yet registered a pension fund 
for its employees under the 
new law, largely because it 
provides for a majority of 
employees on the boards of 
trustees. Individual schemes 
have also been painfully slow 
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in getting oft the ground 
despite intense adver tising by 
banks and the registration of 
dozens of new fund managers. 

It means, in part at least, 
that more and more Spanish 
companies may look abroad for 
the capital they need to 
restructure and also that the 
stock markets will continue to 
depend, to a high degree, on 
foreign investors for their 
liquidity. A quarter of the 
Pta2.4 trillion (million million) 
share trading volume in Mad- 
rid last year was made by non- 
residents. 

In times of crisis or change 
the Spanish markets fa*n«i to 
look to the nation’s big banks 
for reassurance and liquidity 
and here at least the prospects 
are considerably brighter than 
they have been for a long time. 
After a bruising, year-long 
attempt to merge. Banco Cen- 
tral and Banco Espanol de Cre- 
dlto (Banesto) have parted and 
are beginning to work their 
separate ways out of the mess 
they nearly created. 

Banesto is clearing its board 
of dissident members and is 
trying to regroup its huge 
industrial empire muter a new 
holding company. That will 
take industry off the bank's 

iwlmw ghpgfr rniii the mincing 

assets can be replaced by more 
traditional higher-yielding 
banking business. At Central, 
boardroom divisions continue 
but it, too, is slowly improving 
its core banking profits. 

Spanish bankers have also 
finally shrugged off their ner- 
vousness about foreign compe- 
tition as it has become clearer, 
at least among the big seven 
banks, that even major foreign 
commercial intrusions like 
Barclays’ are hugely expensive 
and that the cost advantages of 
established branch networks - 
the big seven have between 
1^00 and 3^00 branches each 
- are unbeatable. 

Spanish hanka have ended 
their defensive agreement not 
to sell off brandies to foreign 
competitors if they close. At 
current property prices, open- 
ing a branch tat competition 
with three or four other hanks 
within easy walking distance 
(as is inevitable in Spain), is 
just not sound business. 








The rain in Spain falls mainly on 
the plain...and the deals 
in Banco Santander de Negocios 
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Peter Bruce looks at preparations for Spain’s Big Bang 

The aim is to get it 





5B# # 


right on the night 
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BY MID-JUNE, just six weeks ZT 
away from Spain's Big Bang, ™' 
the reform of the country’s ^ 
stock markets, the offices of 
the men and women who will 
become the market’s new bro- 325 
kers and dealers, were not 
healthy places for perfection- 300 
ists. 

The introduction of the new 275 
trading laws on July 29 should, 
theoretically, mark the end of 
a Napoleonic system whereby <s>u 
stockbrokers (Agentes de Cam - 
Wo y Balsa), who pass a Gov- 225 
eminent exam allowing them 
to execute share trades and to 200 
act as public notaries for a 
fixed commission (on shares) J 
of 0.25 per cent, finally lose TT 
their status. 

The relevant Act was passed 
less than a year ago and such bro 
is the speed at which the Span- 1061 


Madrid Stock Exchange 

_________ 
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ish are trying to modernise 
their society that prospective 
brokers rushing to apply for 
membership of the new mar - 
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kets before the June 23 dead- 
line confess that they still 
know little about how their 
new world wifi operate. 

Today, each of the four Span- 
ish balsas - Madrid, Barce- 
lona, Valencia and Bilbao - are 
administered by a. junta syneH- 
caL, a form of broker’s trade 
union that rules, guar- 

antees settlement and finances 
the running of the market. 
Trading is done on the floor of 
pa ck market .(although no lon- 
ger true for Madrid, it is still 

p pjwihlg h} ti ff marginal mar . 

kets for the public to walk in 
and trade on the floor itself)' 
with each share and sometimes 
whole sectors being traded in 
very loud corns (short trading 
sessions). The agentes employ 
apoderados (assistants) to do 
most of the shouting though 
they personally attend to c ar- 
ras in blue chip shares like 
Telefonica or Repeal. . 

Settlement of equity trades 
is even more chaotic in Spain, 
with three different systems 
operating, and can take up to a 
month to finalise. The stock 
market can still settle physi- 
cally, with shares being moved 
from one custodian bank to 
another, but more recently has 
introduced a system of bearer 
shares which are not moved. 
Spanish banks, which channel 
the majority of business to the 
stock markets, run their own 


system. 

From July 29. the agentes 
cease to exist and so does their 
junta. Some will leave the mar- 
ket altogether and work as 
notaries or retire. To remain 
members of the new market, 
others have formed brokerage 
houses and plan either to regis- 
ter as brokers, Sodedades de 
Valores, or dealers Agendas de 
Valores . Only brokers will be 
able to trade for themselves as 
well as clients. Any bank or 
Investor wishing to *»<»» a seat 
in the Spanish marirate hnq to 
do so in partnership with a for 
mer agente and although their 
initial stake in a broker or 
dealer is limited to 30 per cent, 
this limit will soften until it 
disappears in 1992. 

By midJune all of Spain’s 
big commercial banks and 
some savings banks had found 
agentes through which to enter 
the bolsas. Some foreign hanirg 
and brokers, notably JP Mor- 
gan, Barclays and Carnegie 
International, have also formed 
partnerships with agentes , 
while smalt investment houses 
set up by agentes in the past 
three years - Iberagentes, 
Ibercorp, F&G and Benito & 
Monjardin - have applied for 
bolsa membership arm are try- 
ing to stay independent. 

The new members of the 
exchanges wifi form new com- 
panies, Sodedades Rectorus, to 
replace the old juntas and run 
the markets. Applicants who 
miss the June 23 ttoirfiino set 
by the ComMoa Nadanal del 
Mercado de Valores (CNMV Is 
the new state-run market regu- 
lator) may have to wait imtn 
September to be reconsidered. 

The Rectora wifi wt»anf» the 
market by nharg tn p its mem- 
bers a set fee plus a variable 
one based on the volume of 
trading done by each member. 
Voting on tire board of the new 
administrator, however, will he 
determined by the wealth of 
each member , which will inevi- 
tably favour those who have 
formed Joint ventures with Mg 

Spanish hanfcg. 
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Assistants are emptoyed to do most of foe shouting, though agentes personally attend to carreer In 


The sodedades rectoras have 
to be In place by July 29 
because until annthar limited 
company, the Senrido de Com- 
pensation y Liquidation, is 
constituted to run a new book 
entry s y s t em that would guar- 
antee settlement in 3 days by 
1982. the rectoras will have to 
do settlements themselves. By 
mid-June, the CNMV could not 
say when the new settlements 
body would be operating. 

Each Sociedad rectora will, 
in turn, take a 25 per cent 
stake in a third company, the 
Sociedad de Balsa, which will 
run a newly-installed computer 
assisted continuous trading 
system, CATS. The s y st em has 


been operating since April but 
the CNMV expects only about 
30 per cent of the shares 
quoted In Spain to be on CATS 
by July 29 and even then there 
Is no .telling when (or if) they 
ever will all be on the system. . 
Quoted companies have the 
right to chose whether or not. 
to trade on CATS, meaning 
that for another year at least, 
the corros on the floors of the 
four markets will continue. 

CATS will be •Wwnnraii by 
fees paid by companies for the 
privilege of being quoted. Mad- 
rid's agentes - who do about 
90 per cent of all Spanish stock 
market trading- worry that the 
system may be seriously weak- 


ened by allottog a 25 per cent 
share in it to each Balsa. The 
Government did that to allay 
fears in the smaller markets 
that they would be marginal- 
ised in the new liberalised mar- 
kets, but because It suits some 
iwaitots more than others to 
trade certain shares on the 
floor, there is almost to 

be disagreement over introduc- 
ing companies into CATS. 

Members-in-waiting of the 
Sodedades Rectoras have also 
begun urgent discussion on 
ways to maintain some kind of 
discipline on commissions 
between now and 1992 when 
they will be folly liberalised. 
The CNMV appears to be dis- 


blue chip shares 

posed to leave them at 0.25 per 
emit, at least as a minimum, 
for the time being, but many 
independent brokers and 
agents Insist that they could 
not do retail business at that 
level and that commissions for 
small trades «iwniii be higher. 


For all the work still left to 
do, and given the impossible 
deadline. Spanish brokers and 
the CNMV are being remark- 
ably relaxed, however. Some- 
how, the Spanish always naan-, 
age to get it right oh the night 
and them is little reason to 
fear that they will. not - allow- 
ing for a few false starts -get 
it reasonably right by July 29. 


Pressures on new stockbrokmg companies 


BARCELONA STOCK EXCHANGE 


Tough competition 


CONSOLIDATED FIGURES 


Audited Figures as at December 31,1988 

Shareholders' Equity and 

Minority Interests - 127,066 Mio. ptas. 

(1,120 MoUS$y 

Customers Deposits 1,577,796 Mio. ptas. 

(13,907 Mio US$)* 

Total Assets 2,029,503 Mio. ptas. 

(17,889 Mo US$)* 

Loans and Discounts 990,061 Mo. ptas. 

(8,727 Mo US$)* 

Net income 31,220 Mo. ptas. 

( 275Mk>US$ )* 

Return on Equity 25. 16 % 

Net on average total Assets 1.65 % 

Number of employees 1 1,740 

Number of branches 1,620 


• Exchange nte at &>cmmb«e 31-1988 US$ 1 - 1 1SJSpUs. 


WHEN THE telephone rings 
these days in the plush offices 
of Benito & Mopjardin opposite 
Madrid’s huge recreational 
park, the person at the other 
end of the line is very often a 

b eadhmtinr - 

“We’ve had them ringing 
everyone in the company,** 
says Teodoro Mil lan, executive 
director of corporate finance at 
the firm. As in most new stock- 
broking companies in the 
Spanish capital, B& M’s small 
staff of analysts and dealer s, 
painstakingly hired and 
trained from scratch over the 
past three years, is coming 
under tremendous pressure to 
move to new broking ventures 
being set up just ahead of the 
stock market reforms on July 
29. 

Once It became clear a few 
years ago that the comfortable 
old life of Spain’s Agentes de 
Cambio y Balsa, stockbrokers 
who make their living on com- 
missions for executing share 
trades or as notaries, would 
end, a number set up broking 
companies modelled on British 
or American ones. Names like 
Ibercorp, Asesores Bursa tiles, 
Iberagentes and F&G began to 
spring up. They began to do 
things that had been practi- 
cally unheard of in the Spanish 
markets - research, for 
instance - and have now qui- 
etly branched out into fund 
management and investment 


banking. 

Mr Juan Monjardin and Mr 
Enrique de Benito, both 
agentes, started B&M in 1984, 
the idea being that by the time 
the new streamlined Spanish 
market begins operating on 
July 29, the transition of their 
trade from Napoleonic to 20th 
Century Anglo-Saxon, would 
be smoother. 

Many agentes have waited 
longer to prepare themselves 
but the law has been kind to 


The search for safe 
market niches is now 
more urgent than ever 


them, too. Today’s agentes will 
still be the only people with 
the right to membership of the 
stock market after July 29. The 
headhunters are now either 
calling on behalf of ventures 
just formed between agentes 
and big Spanish hanks keen to 
enter broking or foreign bro- 
kers trying to get into the new 
market (also with agentes as 
partners) at the last moment. 

The rush for market mem- 
bership - as sodedades capa- 
ble of trading on their own 
account or as agendas who 
will trade only for third parties 
- in the past few weeks has 
made it clear that competition 


Step by step 


to the future 
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in broking wifi be very tough. 
Two weeks before applications 
close on June 23, the Comlsfon 
Nacional del Mercado de 
Valores (the. local Stock 
Exchange Commission) was 
expecting about 50 applicants. 

“We don’t think there is 
going to be enough market 
share for everyone, says Mr 
Juan Fabregas, B&Ms chief 
executive. The partnerships 
formed in the last few weeks 
between agentes and big banks 
that threaten to dominate the 
market has made that observa- 
tion even more acute. 

Like most of the ’indepen- 
dent” braking companies who 
started early, B&M has already 
begun to diversify away from 
broking fritn fund management 
and investment banking. But 
the search for safe market 
niches is now more urgent 
than ever - and harder 
because all the independents 
are looking. B&Ms pre-tax prof- 
its of PtaSOOm last year broke 
down roughly into 12 per cent 
portfolio management, with 
brokerage and corporate 
finance accounting for the rest 

The plan, says Mr Millan, is 
to triple the contribution port- 
folio management mait as in the 
next few years and to develop 
merchant banking expertise 
that might free the firm from 
the squeeze in fees and com- 
missions in Investment bank- 
ing. 

By bis definition, merchant 
banking will involve B&M 
actually taking stakes in com- 
panies on its own account or 
managing stakes bought by cli- 
ents in Spanish wwnpninB it 
is already managing a 24 per 
cent in Radfotronica, a small 
producer of telecommunica- 
tions equipment, for a foreign 
client. The rote model is proba- 
bly Cofir, the Spanish invest- 
ment arm of Mr Carlo de Bene- 
detti, which has made a 
number of selected industrial 
investments in Spain in the 
past two years, injected new 
capital into the companies, 
raised their profile in the 
investment market, and sold 
out for handso me profits. 

The problem young firms 
Hke B&M, Asesores Bursa tiles, 
Ibercorp. Iberagentes and Beta 
Capital have is that while they 
are relatively well-known 
among foreigners (mainly 
other brokers) who channel 
investment into Spain and who 
read their research, Sp anish 
retail and institutional busi- 
ness still tends to pass through 
the country’s big banks. The 
new independents all seem 
alike to Spanish investors. 
“The market is not yet discrim- 
inating between c ompanies, " 
says Mr Millan. 

Apart from pushing hard to 
develop a particular market 
profile, there is little firms like 
B&M can do in the short term 
but wait for July 29 and see 
what happens afterwards. 


Liquidity poses the 
greatest problem 


MORE THAN 700 years after 
Spain first enacted rules regu- 
lating the activities of Barce- 
lona’s Corredors de Lleoant e de 
Llotja — Levantine and com- 
modity agents - the inheritors 
of the city’s trading tradition 
can be found at the Barcelona 
Stock Exchange (BSE). . . 

It may be only 100 years or 
so since the trading of securi- 
ties began, prompted by the 
emergence of Catalan corpora- 
tions, in the mid-19th century, 
but the 35 agentes de cambio g 
balsa, along with brokers and 
ancillary staff, are constantly 
reminded of tire past as they 
tread the floor of the magnifi- 
cent late 14th century Gothic 
trading roan. 

At present, however, they 
are more likely to be contem- 
plating the uncertainties of the 
immediate future alter the 
July 29 reforms. In the view of 
some close observers, the very 
survival of the exchange is at 


Peter Bruce: 


The BSE is Spain’s second 
stock exchange by a rather 
greater margin than its home 
town is the country’s second 
dty. While its market capitalis- 
ation is roughly on a par with 
Madrid’s, daily trading volume 
of PtaL5bn is about a fifth that 
at its larger rival 

Of nearly 400 shares listed 
on the exchange, half are 
quoted only in Barcelona. 
Unfortunately, however, only a 
handful are traded actively. 
And the BSE has largely 
missed out on the upsurge in 
foreign Investment in Spanish 
securities, much of which is 
channelled through the Mad- 
rid-based banks. Only about &£ 
per cent of trading volume is 
accounted for by foreign cli- 
ents, against 3035 pea* cent in 
Madrid, the BSE admits. 

Liquidity has been the BSE’s 
big problem. There are few par- 
allels to the example of Torres 
Hos tench, the Kuwaiti-con- 
trolled industrial group: the 
group’s shares, largely for his- 
torical reasons, trade more 
actively on the coastal 
exchange than in the capital. 

It is hardly surprising, tbae- 
Sore, that the July 29 reforms 
have prompted feelings of out- 
right gloom among some pro- 
ponents of a greater financial 
role for Barcelona in Spanish 
business, not to mention deep 
concern among back office 
staff ova - the proposed central- 
isation tit settlement and liqui- 
dation functions in Madrid. 

On the other hand, there are 
some who think the introduc- 
tion of the CATS electronic 
trotting system will help solve 
the key problem of liquidity. 
“Many stocks are not traded in 
Barcelona because there isn’t 
the liquidity. Now people will 
be able to trade stocks here,” 
says Mr Pedro Yinolas, a BSE 


BiMTMjul analyst. 

Mr Vifiolas and others, 
. . including Mr Pedro Lecuona, 
one of the 35 agentes, believe 
that providing a better service 
will be the key to deciding 
whether trades are channelled 
• via Barcelona rather than Mad- 
rid- 

Long before the ' present 
reforms were put in train, the 
BSE had realised that: it would 
have to be innovative to sur- 
vive. In 1982 it started a second 
market for small and medium- 
sized companies which do not 
qualify for the main market 
because of size or other rea- 
sons. However, only 2S compa- 
nies had joined by die end of 
1988, prompted in some cases 
more by tax considerations 
than anything «l se . 

Bat the BSE Is hoping for 
greater success from its cur- 
rent new ventures, of which 
the most visible is its participa- 
tion in the planned Spanish 
Financial Pntures Market 
(MEFF). Along with five 
savings hanks and 10 commer- 
cial banks, the BSE is backing 
what is intended to be Spain’s 
first official futures market. 

The project was conceived 
by the exchange with moral 
support from the regional Cata- 


lonian government, but Mr 
Cristobal Buxud, the BSE's 
commercial director, says it 
coul d not have gone ahead 
without the hanira which sup- 
port the need for a futures 
market. 

With a possible opening date 
in Decem ber, it is proposed 
that the MEFF will trade two 
contracts, one in 90-day pnhlic 
debt “repos" and the other in 
medium-term public bonds. 
However, while the MEFF's 
central computer will be in 
Barcelona, handling liquida- 
tion and settlement, observers 
point out that the operators of 
the market will be in Madrid. 

Mr Bunzi admits that many 
of the institutions that will use 
toe market will be in Madrid 
Wrt. nevertheless, believes the 
MEFF will act as a stimulus 
for fin a nc i a l activity in Barce- 
lona. 

Other recent initiatives by 
to e BS E Include Databolsa, an 
information service about com- 
panies listed on the exchange 
and their share price perfor- 
mance, and Stock Ratings, a 
™ analysis service 
owned by the 35 agentes and 
tamed last year. “There was a 
tteea sor a deep, profound anal- 
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Players and regulators ip-ithe new streamlined stock markets 

A patient approach to a 
Near-impossible job 


THEY- SAY ' Luis ' Carlos 
Croissier Batista te a hard maw , 
and there is probably some 
truthin -that. Just 38-yeareold, 
he became chairman, ef the 
.^amsh industrial 
holding Company, -INI,* at 34, 
andbidxiBtrrm^^ he 
was 88. When he was' dropped 

fn ) p» lh«» : l«i<? ■g rimrriftr 

he was quickly writtett.iaff.as a 
yoirifc&u wonder. 

Put he was written off too 
soorL as it touneti-.qut: A few 

months later "he "was: named 
chairman of the newly-created 
Comasicm National del Mer- 
cado de Valores, the^ratkmal 
stock market commission, to 
become the chief -regulator of 
the streamlined Spanish stock 
markets that rxraie Info opera- 
tion on July 29. 

\For.ayoung man. given just 
nine ^ntbs to jmi in place a 
reform probably more radical 
than -Britain's Bfg 'Bang, he is 
remarkably. - relaxed. Jffis hair, 
though- it la -disappearing; is., 
not going grey. A lilting Anda- 
luz accent has? not HawtorwH 
Hispatienoe seems endless. 

“We .Spanish have a great 
abflity to improvise/ he says*, 
drawing out the reforms on 
sheets of paper. His office, like 
his staff, is new,, The job is 
almost impossible. . 

Six weeks before the iHssoIu- 
tion of tbejantassrrufxcafes, 
the associations of Govern- 
ment-approved agentes, or 
stockbrokers, that operate in 
and administer Spain’s four 
stockmarkets - Madrid, Barce- 
lona, . Valencia «™i Bilbao — 
know very little' about how the 
new. settlements system and 
commissions will work and 
almost nothing still about how 
the exhanges will be manag ed. 

The agentes; who from July 
29 become registered brokers 
or dealers, still have no idea 
how the new market win be 
funded, what its costs will be, 
what.the costs of the new com- 
puter assisted continuous trad- 
ing system (CATS) will be, how 
a new limited company to 
make and. guarantee. settle- 
ments wQl work, or what com- 
missions will be; 

Mr Cndssfer and his *mutTi 
team, meanwhile, work well 
info the night to process appli- 
cations foar m a rke t membership 
from agentes who have aided 
to stay in. the business. The 
deadline is June 23. But this is 


Spain. There is probably some 
order in the chans. 

“What Croissier needs now 
Is sot criticism: but support,” 
says Mr Carmelo LacacVan 
agente who, with his partner 
Jose Miguel* Lombardia, have 
applied for membership as a 
Sociedad de Valores , a broker, 
in partnership with the. big. 
commercial bank, Banesto.. 

By mid-June the players in 
the new market' - in fact they 
are the same players, the 
agentes, who nave either 
formed broking or dealing com- 
panies independently- or in 
partnership with banks and 
brokers, both foreign and 
domestic - had shed many of 
their original fears about the 
reforms.- V 

It .is (dear that the century-. - 
old floor trading system, for 



Mr Crossler: dialimn of the 
new commission 

example, will not vanish over- 
night. Although new shares 
are being added to the CATS 
system weekly, only 30 per 
cent will be on line by July 29. 
And, much to Mr Croissier's 
irritation, there is no legal way 
to force companies to enter 
CATS. 

Ageriles like Mr T used 
to quick decisions onthe tele- 
phone, say it 'can take too long 
to make a big trade by com- 
puter and clearly enjoy the 
idea of their being able to can- . 
tinue. the 10-minute corns or 
daily floor-trading sessions in 
each share for some time to 
come. 

The agentes, who once wor- 
ried they would be bulldozed 
into a tightly regulated market 


over which they no longer had 
control, now know, too, that 
many of the rules are theirs to 
make. Although their juntas 
go, they are being replaced by 
. companies Sodedades Rectoras 
on which they all have a place 
and that the administration of 
the market Is up to than. 

But it is not all a bed of 
roses. The juntas were chibs 
operated by gentlemen's agree- 
ment with each agente having 
equal weight in decision-mak- 
ing. The Sodedades Rectoras 
will apportion voting rights 
according to the capital of each 
member broker or dealer. This 
will favour agentes who have 
teamed up with big Spanish 
' banks and will inevitably lead 
to their domination in deci- 
skm-makmg. 

. The foar among smaller inde- 
pendent brokers who will not 
be tied- to banks is that if the 
old gentlemen’s agreements 
begin to break down at tins 
level, there is little reason to 
-believe that actual trading 
would be friendly. 

“It would be terrible if the 
Hanks took over the market,” 
says Ms Angelica Rodriguez- 
Lopez, chief trader with Ase- 
sores Bursatiles, a prospective 
broker set up a few years ago 
by two agentes. “Its going to be 
very important to find a mar , 
ket niche.” 

In Madrid the likelihood is 
that up to 50 broken and deal- 
ers agendas de valores who 
cannot trade on their own 
account but who need less cap- 
ital to win membership - will 
be registered by July 29 and 
even Independent brokers feel 
that is too high. “It is a little 
too much,” says Mr Cesar 
Atterta, president of Beta Capi- 
tal. which is registering a non- 
member broker to do under- 
writing and an agency member 
to trade. “The first few months 
will be very hard.” 

Mr T.aeari, conscious that he 
and his partner could be 
viewed, because of their part- 
nership with Banesto, as one of 
the perils in the new market, is 
keen to play down fears of 
hank domination. “Forty or 
fifty companies win be exces- 
sive if they all try to do every- 
thing,” he says. “But the prob- 
lem ahnnlri not be dividing the 
cake, it should be how to cre- 
ate a bigger cake. We [bank- 
backed houses] could dominate 


t 


the market but it would be a 
bolsa filled with corpses. We 
want to grow not by killing 
other brokers but by finding 
new clients.” ' 

The problem, though, Is that 
brokers who have linked op 
with big Spanish banks (to pro- 
tect the agentes the Govern- 
ment has allowed them Ini- 
tially to own a minimum of 70 
per cent of the new brokerages 
or dealerships) have access to 
huge retail networks thorough 
existing bank branches. 
Banesto, for exa m ple, has 2,400 
branches nation-wide and bro- 
kers, like Mr Lacad, by defini- 
tion, start out with much bet- 
ter access to new retail 
customers than the indepen- 
dents. 

The Ha«ks are also perfectly 
laced to pass institutional 
usiness through their new 
broking partnerships. If there 
is any market malting, or own- 
account trading, the banked- 
Hacked brokers are the most 
likely candidates, too, which 
could Tnakfi them even more 
attractive propositions for 
institutional sellers. 

These brokers will also be 
able to concentrate all their 
wwrg ipt in trading, while inde- 
pendents are urgently trying to 
diversify into fund manage- 
ment and Investment banking 
where they will inevitably 
bump into the big banks going 
about their normal business. 

At the same time, it Is bro- 
kers with powerful bank back- 
ing who will be best able to 
provide retail services should 
Mr Croissier decide not to 
introduce a split commission to 
replace the fixed 025 per cent 
that opera te s now. Without a 
higher commis sion for retail, 
says Mr Aherta, “there will be 
no retail”. Mr Croissier's incli- 
nation seems to be to leave the 
025 untouched, or at least to 
preserve it as a minimum until 
commissions are fully liberal- 
ised in 1992. 

As July 29 approaches, 
bank-backed brokers like Mr 
rjicmrf are taking the lead in 
trying to assemble some sort of 
agreement to avert a commis- 
sions war. No Spanish agente 
has gone bankrupt since the 
aid of the Civil War 50 years 
ago but it no longer seems 
impossible. 

Everywhere, too, there are 
for the agentes as 
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they step out of their once pro- 
tected world. Fixed commis- 
sions have made the market 
and its brokers lazy. Until 
recently, there was practically 
no equity research in Spain. 
The market was greased by 
rumour, which is stm reflected 
daily in the business press. 
Now, as the banks and foreign 
institutions form, last-minute 
partnerships with agentes, 
independents who set up small 
houses with a handful of 
untrained auditors as analysts 
two or three years ago, find 
their people being poached 
away with succulent salaries 
and bonuses. 

Carnegie International 
recently snatched four key peo- 
ple from Ibercorp with, report- 


edly, generous bonuses and 
share options. Mr Lacaci, 
whose fiiin plans to more than 
triple its 30-strong staff in a 

‘Eventually Spain will 
have one of the more 
advanced systems in 
the world’ 


year, is hiring analysts from 
London for anything, he says, 
up to Ptal5m a year and reck- 
ons that for a senior analyst 
even Pta40m a year is not 
un thinka ble. These are heady 
sums, especially by Spanish 
standards, for young people 


taken on and trained mostly by 
the independents at around 
Pta5m a year ago. 

“There are a lot of people 
wbo have bad no research,” 
says Mr Alierta, “who will 
have to pay astronomic sala- 
ries". With traders and ana- 
lysts thin on the ground, the 
late arrivals, mainly banks, are 
paying anyway. 

Meanwhile, Mr Croissier's 
commission concedes that it 
will not have a new settle- 
ments body in place by July 29 
and that, for a while, liquida- 
tion will have to be overseen 
by the Sodedades Rectoras 
themselves. His plan to reduce 
Spain's archaic settlement 
systems to a central unified 
book-entry system which could 


guarantee settle in three days 
by 1992, has drawn howls of 
protest from markets in Barce- 
lona. Valencia and Bilbao wbo 
fear, probably rightly, that 
they arc being marginalised. 

But settling can take weeks 
in Spain and few players argue 
with the need to streamline the 
process. "Settlement will be 
the key to the new market." 
says Mr Edward Nicholson 
chief of Barclays Securities in 
Madrid. “Eventually Spain will 
have one of the more advanced 
systems in the world." 

Mr Croissier should also be 
working on a promised code of 
conduct for the market, but it 
is obvious that this will have 
to evolve later, too. He has 
already shocked Spanish com- 
panies by forcing them to pub- 
lish a full prospectus with 
three years of audited accounts 
when they come on to the mar- 
ket or try to raise capital. With 
so many commercial banks 
and investment houses poised 
to play brokers or dealers, 
though, rules on insider trad- 
ing cannot be far off. 

“The more sophisticated the 
market gets the more difficult 
it is to use privileged informa- 
tion,” says Ms Rodriguez at 
Asesores Bursatiles. But the 
temptation will be strong in 
the early months after July 29 
as brokers struggle to survive 
in the half light between their 
vanishing old world and the 
strange new one where old 
friends wear crooked smiles. 

Mr Croissier knows all this 
and more. He cannot stifle the 
market at birth but he will no 
doubt make sure the market 
knows he is there, watching. 
And if the brokers think he is a 
hard man, he is probably not 
going to disabuse them. 

Peter Bruce 


Barcelona exchange’s uncertainties 


Continued from previous page 
ysis of Spanish public compa- 
nies.” says Mr BunzL “But it 
also needed, to be indepen- 
dent” 

Finally, the BSE is introduc- 
ing a computerised electronic 
order routing system, again 
backed by banks and local 
savings banks, enabling insti- 
tutions outside the market to 
channel orders through to bro- 
kers electronically. 

Meanwhile the agentes them- 
selves have been regrouping to 
face the challenges of the new 
centralised market. Mr Lec- 
uona has joined a new com- 
pany of eight former agentes, 
five in Madrid and three In 
Barcelona. This will be an 
agenda de bolsa under the new 


rules because of the lower capi- 
tal requirements. 

Other alliances have been, or 
are being formed. A sign of the 
times was the deal under 
which the Caja de Pensiones. 
(La Caixa), Spain’s largest 
savings bank, will take 30 per 
cent of Inverbroker, created by 
three agentes. This will be a 
frill sociedad de valores y bolsa 
in both Madrid and Barcelona. 

Observers predict that the 
current 35 Barcelona agentes 
will end up in about 10 compa- 
nies. The greater investment in 
computers and analysis that 
will be necessary to improve 
the service to clients will be 
offset by cost savings as former 
individual agentes move into 
the same office, Mr Lecuona 


notes. 

The likelihood is that the 
BSE's initiatives and the 
recent alliances will be enough 
to secure the future of stock 
trading in Barcelona. However, 
it will not be too long before 
the atmosphere in the Gothic 
Trading Room changes - two 
shares a week are being added 
to CATS and 80 per cent of 
Spanish share trading volume 
is based on just 30 companies. 

As for the structure of the 
exchange itself, there is consid- 
erable uncertainty as the new 
stock market commission has 
yet to decide what incomes the 
individual exchanges should 
receive. But it seems likely 
that the current Ptalbn-plus 
budget will be «Hwtrmvi down 


radically, implying a sharp 
reduction in the current staff 
of about 170. 

Similarly, the new brokerage 
companies hope to reduce staff 
costs because of the centralisa- 
tion of settlement and clear- 
ance. But that is a rather deli- 
cate issue in Barcelona. 

In the long term much will 
depend on the BSE's ability to 
continue improving its service 
to clients, taking advantage of 
the region’s industrial concen- 
tration, influx of foreign com- 
panies and the prevalence of 
wealthy, investment-oriented 
families . “There is a base for a 
financial market because of the 
infrastucture.” says Mr BunzL 

Andrew Baxter 
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Andrew Baxter reviews the foreign banking sector 

Cautious optimism after 


1 0 years of growth 


SPAIN’S FOREIGN banking 
sector celebrates its tenth anni- 
versary this year In cautiously 
optimistic mood. This is 
despite the realisation that 
many innovations in recent 
years have long since been cop- 
ied by the domestic banks. 

The handful of foreign banks 
with a real commitment to 
retail h ankin g are pushing 
ahead with expansion of their 
branch networks. At the same 
time, they are less conspicu- 
ously trying to expand their 
fee-based, non-lending busi- 
ness. 

Meanwhile, those foreign 
banks that have never both- 
ered with a retail network - 
preferring instead to make 
inroads into commercial lend- 
ing to big companies from 
bases in Madrid and Barcelona 
- are attempting to broaden 
their product range. Efforts are 
being made to main tom the 
natural advantages at the dis- 
posal of large, multi-national 
banks in an inc reasing ly global 
market. New entrants, espe- 
cially the big Japanese banks, 
are making their presence felt, 
while some of the DS banks 
retrench as part of world- wide 
strategic reviews. 

It was in 1979 that the Bank 
of Spain allowed the first 
group of 10 foreign banks 
(apart, for historical reasons, 
from four European banks) to 
open branches in Spain. Now 
around SO foreign banks are 
present in Spain and can be 
credited with a range of prod- 
ucts new to die Spanish bank- 
ing scene, from floating rate 
notes and commercial paper to 
interest-bearing current 
accounts. 

However, as some of these 
products have become com- 
modities on the Spanish bank- 
ing scene, many of the foreign 
banks are trying to enhance 
their status as "universal 
b anka 1 * involved in, for exam- 
ple, public sector bond trading 
as well as merger and acquisi- 
tion work. 

The increasing liberalisation 
of the hanking scene is helping 
them do this. Ranke such as 
Barclays of the UK. BNP of 
France and Citicorp of the US, 
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got their first big break in 
retail banking in the early 
1980s. This was after a banking 
crisis gave them the opportu- 
nity to buy a number of near- 
bankrupt institutions from the 
Bank of Spain's “hospital". 

In all cases it has taken the 
foreign banks some time to 
turn these banks round, but 
they are now unrecognisable in 
their new owners' hands. Bar- 
clays took on 33 new offices 
with its 1981 acquisition. Banco 
de Valladolid, but had boosted 
its branch network to 130 by 
the end of last year. In 1989, 
says Mr Carlos Martinez de 
Campos, president, it is open- 
ing roughly one branch a 
week. 

For those foreign banks that 
have built up a retail banking 
presence by this route, further 
expansion is now more depen- 
dent on their own ambitions 
than on the restrictiveness or 
otherwise of the authorities. 
Elsewhere there is still a theo- 
retical limit of three brandies 
per foreign bank, but recently 
the Rank of Spain has been 
showing increased flexibility 
on acquisitions by foreign 
groups. 

Earlier this year Deutsche 
Bank won a long battle to 
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increase its stake in Banco 
Commercial Transatlantico, a 
medium-sized institution based 
in Barcelona, from 39 per cent 
to 66 per cent Mr Wolfgang 
von Eckartsberg, Deutsche’s 
director general in Madrid, 
says the decision was a "step 
towards, and a commitment to, 
1992”. Deutsche will attempt to 
bring the experience and wide 
product range of its capital 
market activities to bear on 
Bancotrans' client base and, 
via subsidiaries, will be enter- 
ing new areas for its business 
in Spain such as mergers and 
acquisitions. “We have a lot of 
homework to do,” says Mr von 
Eckartsberg. 

Broadly, Deutsche is aiming 
to offer the same services to its 
Spanish clients as elsewhere, 
aiming to be a small universal 
hank in a market where the 
big domestic players also have 
broad product coverage. 

The approach is mirrored at 
banks such as Barclays and 
BNP: the French bank believes 
that the nature of Spanish 
banking, where clients are 
accustomed to using a bank 
dose to their home or office, 
argues in favour of a wide net- 
work not only for bringing to 
retail business but as a spring- 
board for fee-based income. 

BNP had 46 branches by the 
end of last year and hopes to 
have U0 in two to three years 
time. Mr Michel Durand, direc- 
tor general, says banks in 
Spain often receive “compensa- 
tion” to the form of fe&hased 
and other business in propor- 
tion to the amount of money 
they have lent to a company. 
He warns, however, that the 
“gravy” this represents on top 
of the “meat" of the more tra- 
ditional banking activities is 
becoming an increasingly com- 
petitive market 

However, foreign banks are 
not only expanding their retail 
networks to provide a base for 
non-leading business such as' 
foreign exchange trading. With 
the big Spanish banks unable 
or unwilling in many cases to 
offer interest bearing current 
accounts, except through their 
segundo morco banks, the for- 
eign sector has a big chance to 
win new business provided it 
can overcome the average 
bank client's natural Inertia 
against switching accounts. 

“Ninety per cent of deposits 
in current accounts and 
savings accounts are up for 
lbs," says Mr Martinez de 
ipos, who Introduced inter- 
est-bearing current accounts to 
the Spanish market in 1985. 
Barclays’ aggressive approach 
towards winning some of this 
potential business is reflected 
in Its eye-catching blue branch 
facades and slick TV advertis- 
ing. 

But the big foreign retail 


banks are keenly aware of tin 
dangers of becoming too big 
and thus losing the flexibility 
of a small operation. “We don't 
want to go much beyond 200 
branches. A nd thus awamip a 
different dimension," says Mr 
Martinez de Campos. In the 
short term, keeping branches 
busy with the present product 

range, which includes a fast- 
growing mortgage business, 
will be the top priority for Bar- 
clays. 

The more obvious prospects 
for geographical diversifica- 
tion, too, are not always quite 
what they seem. Barclays will 
be taking a cautious approach 
to expansion on the costas 
because, says Mr Martinez de 
Campos, the complexity of the 
average expatriate’s financial 
affairs, and other factors, 
makes branches there twice as 
costly to run as those in Mad- 
rid. 

Despite the activity and 
innovation of the past 10 years, 
the foreign banks' share of the 
retail market remains small 
According' to a recent survey 
by Expansion, the Spanish 
business daily, the foreign 
banks with branch networks 
boosted their profits by 549 per 
cent last year, helped by a 
much more favourable interest 
rate environment, but total 
profits of Pta22.6bn 'were 
dwarfed by the Pta453.7bn for 
the whole sector. 

The list shows a wide variety 
in financial performances last 
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year, with pre-tax profits of 
Pta4.02bn at Barclays con- 
trasted by losses of PtaL82bn 
at Chase Manhattan Espana. 
But even Barclays' perfor- 
mance is put In the shade by 
that of Manufacturers Han- 
over: their pre-tax profits of 
Ptafibn last year were the high- 
est for any foreign bank and 
reflect a strong commitment to 
commercial lending and 
related activities, rather than 
retail banking. 

Mr Jos6 Garay, Manufactur- 
ers Hanover's senior vice-presi- 
dent in Spain, noted that the 
US bank was also in the first 
group of 10 foreign institutions 
allowed into Spain, but had not 
taken up the opportunity to 
buy a retail banking network. 
“I don’t think we have missed 
much," he adds wryly. 

Foreign banks have a much 
stronger hold on the commer- 
cial banking market than on 
retail business, which Mr 
Garay attributes to product 
innovation and the ability to 
maintain strong relationships 
with corporate clients. He 
warns, however, that the 
wholesale banking arena is in 
danger of becoming over- 
banked as new players enter 
the market 

This explains why almost all 
the foreign banks are trying to 
get more advisory work for 
their clients, and why some are 
considering beefing up their- 
securities-related business by 
linking with the new sode- 
dodes de oolores on the Span- 
ish Stock Exchange. Both JP 
Morgan and Barclays, via Bar- 
clays de Zoete Wedd, are seek- 
ing authorisation for this. 

The problem for the commer- 
cial banks, however. Is that 
their domestic counterparts, 
and to a much greater extent 
the big foreign investment 
banks, see advisory work as 
very much their preserve. 


INVESTMENT BANKS 

Drive for world recognition 


A STROLL down Madrid’s 
Paseo de la CasteOana - past 
the impressive head offices of 
many of the big names in 
Spanish commercial haniHwg 
- might give the mistaken 
impression that this Is the only 
game in town. 

But investment bankers are, 
as they win never cease say- 
ing. a different breed, and 
leave fewer physical clues 
when they decide to expand 
geographically. Even so. It does 
not take long to realise that , 
from their plush offices tucked 
discreetly away behind the 
more imposing establishments 
of their commercial b ankin g 
counterparts, the big London 
and New York-based houses 
are leading a drive to put 
Spain on the fa i rasiment hank- 
ing map. 

Concepts new to the Spanish 
business world are being intro- 
duced so rapidly that the acro- 
nyms ana buzzwords of 
Anglo-Saxon investment bank- 
ing are being subsumed into 
local parlance - los leveraged 
buyouts being the most obvious 
example of the trend. 

But while most of the inter- 
national players are taking a 
cautious approach to Spain in 
terms of tne finanrfei! commit- 
ment, and are leaning heavBy 
on the strengths of their Lon- 
don operations, none regret 
having given the country a 
higher priority over the past 
year, and in same cases, the 
last few months. 

At Baring Brothers CEspana), 
Mr Jose Menendez, managing 
director, recalls that even 
before the company opened its 
Madrid office last September, 
“assignments were pouring to 
sorts of unlikely 
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from all sorts of 

... WS were inun dated 
with work". 

Like many of its rivals. Bar- 
ings had participated to a num- 
ber of cross-border transac- 
tions involving Spanish 
companies before it established 
physical presence. This 
included acting as financia l 
adviser to a subsidiary of Znsti- 
tuto Nacional de Industrla 
ONI) on the Pta74J2bn interna- 
tional offering of shares in the 
electric utility Endesa early 
last year. 

It is these kfnda of cross-bor- 
der deals — whether involving 
equity offerings or interna- 
tional takeovers - that have 
principally attracted the more 
recent arrivals from abroad. 
The impact of the 1992 EC 
internal market reforms is a 
powerful but not exclusive fac- 
tor. The more intemationally- 
nrinded Spanish companies are 
being spurred on to improve 
their competitiveness- by 
expanding in Europe and 
boosting the attractiveness to 
foreign acquirers of a number 
of Spanish industries. 

Other important influences 
on the investment banking 
boom include Spain’s current 
strong economic growth. This 
is encouraging increased for- 
eign Investment and giving 
Spanish companies the finan- 
cial scope to consider overseas 
acquisitions. 

The nature of much of Span- 
ish business is a further factor. 
MT Alberto Ibanez, director of 
Salomon Brothers’ representa- 
tive office to Spain, pinpoints 
two types of takeover targets. 
The first of those is the family 
company, the owners of which 
are now looking to sell up. 
Like West Germany, Spain has 
a heavy preponderance of 
small and medium-aired family 
companies which were started 
after the Second World War 
and which are commonly fac- 
ing a succession problem. The 
second type of takeover target 
is the poorly-managed com- 
pany lacking financial muscle. 
With Spain's high interest 
rates these companies are, says 
Mr Ibafiez, “working for the 
banks. The cost of money is 
forcing sell-outs to merchant' 
banks ... who might try to 
float all or part of the com- 
pany." 

With so many different types 
of deals emerging, whether 
domestic or cross-border, 
merger and acquisitions -re- 
lated or otherwise, it is not sur- 
prising that a number of differ- 
ent groups of institutions are 
entering what is becoming a 
very crowded market. They 
are: 


9 The Mg foreign 
merchant banks. This group 
dominates the market for inter- 
national equity offerings for 
Spanish companies, and has 
had a strong influence to an 
advisory capacity on the major 
bank mergers, consummated 
or otherwise, to Spain over the 
past two years. Recent arrivals 
in Madrid rnrfnria Rothschild 

Espana, in which the three 
active branches of the Roths- 
child family each have 33 per 
cent stakes. 

Helped by NM Rothschild's 
work advising governments on 
privatisation, and its energy 
industry expertise, Rothschild 
Espana was named global 
co-ordinator for this year's 
Ptal35bn part-privatisation of 
Repsol, the Spanish state ofl. 
conglomerate. 

The way in which the for- 
eign houses handle Spanish-re- 
lated business varies greatly. 
Goldman Sachs, for example, 
has two executives working 
full- time from London, rather 
plain a p pnnmvntf presence in 
Spain. 

Their strategies, however. 

Concepts new to 
Spanish business are 1 
' • being ftriroducefl 

* are Ifakedby the common wish 
to take advantage of the added 
value of their international 
networks and experience, 
although some hope that, even- 
tually, it might be worthwhile 
to participate in more purely 
domestic deals. “Our strategy 
is to offer something that is 
not readily available in Spain," 
says Mr M enendez. 

• Investment banking units 
of foreign commercial banks. 
Increasingly, foreign banks are 
pushing into mergers and 
acquisitions and corporate 
finance as a natural extension 
of their commercial lending 
activities. At JP Morgan, Mr 
Victor Arbulii, vice-president 
for Spain and Portugal, says 
invest me nt banking is beam- 
ing a growing part of business. 
The company has done lever- 
aged buyout-equivalent trans- 
actions, .but “has not found 
many good ones". Like the 
investment banks, it sees its 
rale acting more as an adviser 
than as merely a finder of tar . 
get companies. 

One of the strongest commit- 
ments to investment banking 
is shown by Bankers Trust 
which, after opening a branch 
in the early 1980s, decided two- 
and-a-balf years ago that it did 
not want to remain in the 
price-sensitive wholesale bank- 
ing business, making large 
loans to Spanish utilities, for 
example. Mr Stephen Ferries, 
managing director, says the 
branch decided to concentrate 
on what was not provided to 
Spain and what Bankers Trust 
excelled at world-wide. 

The result is a new strategy 
based on trading of financial 
instruments and corporate 


finance. The company aims to 
be the Spanish market leader 
in' ‘leveraged buyouts and 
sophisticated ownership trans- 
actions. The company is often 
investing on its own account, 
buying stakes to private com- 
panies and then taking them 

g ublic or arranging private 
tryouts, and has also done 
defensive work for companies 
threatened with takeover. Bs 
ambitions received a boost this 
year with completion of 
Spain's loiggest leveraged buy- 
out, the Pta30bn purchase of 
Gnzpo Espafioi General Cable 
by a group of its executives. 
“We call ourselves a merchant 
bank," says Mr Ferriss. 

• Merchant bonk units of 
Spanish banks.- The domestic 
h anks recognise that they may 
still be at a disadvantage cm 
cross-border deals, but observ- 
ers credit the smartest among 
them of reacting well to the 
-growing' domestic opportuni- 
ties. 

Given -'the banks' heavy 
long-term investments in 
industry, there are potential 
problems of confidentiality , 
and the *banco& dehegodos" 
Are careful to operate com- 
pletely separately from their 
parents. Mr Josd Carballo, 
managing director of Banco 
Santander de Negodos, sees 
the uhtf as rather tike a British 
merchant- bank, Involved in 
fund management, mergers 
and acquisitions,' new issues, 
capital market activity, and 
leveraged buyouts. The com- 
pany is "more comfortable" 
with deals Involving small and 
medium-sized Spanish compa- 
nies, given the preference of 
the- -big' -concerns -for a 
well-known- international 

namp 

Even so, Mr Carballo says 
there are no special benefits in 
being a Spanish institution. 
“This economy is so open that 
foreign banks do not have any 
disadvantage' against us. JOE you 
look at our business product- 
by-product, there is always 
some competition.” 

• Boutiques. As to other 
markets, Madrid is seeing the 
rapid emergence of small, prod- 
uct-specific boutique 
operations, staffed mid owned 
by talented, wealthy financial 
experts, many of whom worked 
formerly for the domestic 
banks. Perhaps the best exam- 
ple is Ibe rfo mento, formed last 
year mainly by ex-executives 
of two second-line Spanish 


banks and concentrating on 
mergers and acquisitions and 
financial advisory work. Last 
year Iberfomento acted as 
adviser to Area Editorial, pub- 
lisher of the Expansion busi- 
ness daily, on the sale of a 35 
per cent stake in the company 
to Pearson of the UK, owner of 
tire Financial Times. 

Amid such a competitive 
environment, investment bank- 
ers are asking themselves 
whether there will be enough 
business to go round in the 
run-up to 1992. Mr Ibafiez at 
Salomon Brothers says there 
are “far too many players for 
tiie amount of business. Spain 
is not England and is not the 


Strong economic 
growth is encouraging 
foreign Investment 


US. There will be a process of 

i selection." 

Many of the new e n trants, 
therefore, will need to examine 
what scat of institutions they 
want to be. At- Rothschild 
Espafia, Mr Rafael Beneyto, 
managing director, says the 
company -will have to decide 
whether to stay with Its pres- 
ent strategy, focusing -mainly 
on big cross-border deals, or to 
expand into participation to 
the local market, where there 
are already “very many houses 
with good expertise”. 

The evidence of overheating 
is already present in the bid- 
ding-up of salaries to levels 
more commonly associated 
with the major world financial 
centres, and to the poaching of 
talented individuals or groups 
with real local knowledge. 

■ For the international houses, 
there is als o the fear that Span- 
ish institutions will eventually 
be able to offer the same 
breadth and quality of service 
as they are now giving, at least 
to advising international com- 
panies on acquisitions to 
Spain- That, observers feel, 
may well begin to happen over 
the next two or three years. 

And although no domestic 
institution could hope to 
achieve the international plac- 
ing power of Ro thschilds, Gold- 
man S achs or Salomon, the big 
international houses are ' well 
aware that, to Spain, Repeals 
do not grow on trees. 
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Banking community develops a 


healthy competitive outlook 





battle 
of the giants 


.•i'Vv 


FORTUNATELY FOR Spanish 
bankiBg, Ji passing observer 
ihighi ^ay,' there is a world 
beyond Banco Central and 
Banco - JSspanol da Credito 
(Banesto). .Were the domestic 
sector reduced to just these 
two testitafiaqs; the country's 
second ftrir tl rfln'he ri hanks 
respectively, . then! Spanish 
banking might as well dose up 
stiapL ' • ‘ V 

Attimes over tbe past year 
it seemed -that no other. Span- 
ish banks existed.. First, Cen- 
tral and Banes to agreed to 
merge and then fi^y agreed to 
goihdr, separate ways. Before, 

At times It seemed 
fltat «io other Spanish 
banks existed 


(hiring ami after these events 

there was exhaustive press 
coverage of dozens of board- 
room battles and- the dirty' 
linen was wall aired. 

What prospect could there be 
for Spanish hanfca in a post- 
19ffi Europe after such a messy 
process? The sector appeared 
to lack professionals and was 
burdened with doubtful assets. 
Spanish hanking looked inca- 
pable of expanding its business 
in the orthodox manner by 
increasing customer deposits 
and it seemed to be at the 
mercy of foreign competitors. 

But now that the dust has 
finally settled, a very much 
changed picture Is emerging: 
Central and Banesto seem to 
be making a good job of put 
ting their houses in order. 
They are behaving as if their 
ill-fated courtship were merely 
a phase of summer madness 
and they are both all the more 
sober and s^iaflile for the expe- 
rience. 

Banesto, always the more 
troubled of the two, has 
attracted new shareholders to 
replace the disruptive ones. 
Should it succeed in streamlin- 
ing its unwieldy industrial 
interests, and in segregating 
them from the bank itself, it 
looks well placed to make the 
most of .its potentially high 
yielding financial assets. 

The jest . af Spaia's “ 
community is more, bt 
than it baa been for years and 
there Is a healthy competitive 
atmosphere that was previ- 
ously lacking. Interest-bearing 
current accounts are the latest 
product to catch the imagina- 
tion of the institutions and of 
the public and competition is 
cut-throat one. 

The c ur r en t fight for custom- 
ers is along way removed from 
the farmer perception of a car- 
tel-based domestic sector, an 
oligopoly as critics termed it, 
which excelled only in shoring 
up the fr ierMa of its members. 


As recently as last year there 
was talk of a gentlemen’s 
agreement not to sell branches 
to foreign banks. Now, such is 
the self-confidence of the 
domestic sector, a European 
institution can buy as many 
brunches as it wants, although 
they do not come cheap. Bar- 
clays is buying, and Deutsche 
Bank ten acquired outright the 
Barcelona-based Banco Comer- 
cial Transatlantico. Despite 
these moves there has not been 
the slightest sign of 

an jon g the Spanish hanka. 

Banco- Popular, the smallest 
of the major retail hanfc^ ban 
• become a modal of transpar- 
ency sound profitability, 
and it baa also built up efit 
dent defences against unwel- 
come raiders. Banco Santan- 
der, next up In the pecking 
order and the most profitable 
of the lot, has cemented , an 
innovative joint business strat- 
egy in Europe with the Royal 
Bank of Scotland. As for Banco 
Hispanoamericano, nobody 
looking at its c urrent perfor- 
mance would suspect mat it 
was in trouble not five years 
ago. 

The most upbeat picture of 
all is the one shown by Banco 
Bilbao Vizcaya, the number 
one .bank that resulted from 
thp merger of teihan and Viz- 
caya. 

Underpining the new mood 
is a well-argued comparative 

analysis by Mr Rafael Termes. 
the chairman of the Associa- 
tion of Private Banks. This 
sought to demonstrate that 
Spain’s hanks were at least as 
well run as the European ones 


Central and Banesto 
seem to be putting 
their houses in order 


and that. they could Him 1992 
with optimism. 

The analysis showed that the 
operating ini*nne of the Span- 
ish Banks as a percentage of 
total assets was second only to 
that of the Irish banks, while 
operating costs, were lower 
than those in Ireland ~and in 
Britain «nd-. only marginally 
ahead of the EC average. Pre- 
tax bank profits in Spain as a 
percentage of. shareholder 
funds stood at 19-68 in 1987, 
just ahead of those in Ir elan d 
and well ahead of those else- 
where in Europe. 

European bankers following 
the Central Banesto headlines 
in the past months would be 
quite wrong to infer that the 
Spanish banking sector three 
years from now will be a push- 
over for an who enter it 

Tom Bums 


Tom Burns analyses BBV's strategy for a merger 

Speedy union of the cousins 


MS PEDRO BE TOLEDO, the 
farmer chairman of Banco de 
Vizcaya, had one very dear 
We a in mind when he agreed, 
IS months ago, to join his 
bank's forces with those of 
Banco de Bilbao. Speed was 
vital if the umon betw e en the 
two Basque “cousins" of the 
Spanish banking world was 
going to work. 

There was reason for con- 
cern because rather than a 
communion of spirits, the 
futur e Banco de Bilbao Vizcaya 
(BBV) looked in January 1988 
like a rebound relationship. 
Bilbao bad been turned down 
flat tin previous month when 
it launched a bid on Banco 
Espand de Credit© (Banesto), 
and Vizcaya had a few months 
earlier been cold shouldered 
when it had approached Banco 
Central with similar inten- 
tions. 

Insisting on speed, Mr de 
Toledo used to say 18 months 
ago that The mud In a merger 
process sets very quickly” and 
the dictum launched the two 
banks iwtn a dtsying pace of 
joist activity tomaatetheBBV 
according to a strict time 
schedule. 

On June 1 last year, when 
extraordinary shareholder 
meetings of the two banks 
agreed to a merger that had 
been announced barely six 
wiwntiig earfier, Mr de Toledo 
and Bilbao's Mr Jose Angel 
Snnftlioij Atiflwij BBV’S C UII'CIl t 

joint chairmen, unveiled what 
was known as the Basic Inte- 
gration Flan. This was a pro- 
gramme that listed 368 specific 
tasks which had to be com- 

BBVfc formal registration as a 

hunk. . 

On October 11 a total of 56 
operational committees were 


. * 
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Pedro de Toledo: the mud hi a merger process sets quickly* 


created with the brief of devel- 
oping all aspects of the merger 
process and on December 1 a 
General Integration Flan was 
approved by BBV’s board 
which specified 664 projects to 
be undertaken In the course of 
this year and of 1990. 

Looking back, it took the 
two hanks less than a year to 
have their merger endorsed by 
their boards, by their share- 
holders and by the govern- 
ment, and ft took them Iras 
than six months to create a 
wholly new management struc- 
ture ««nd to put in motion a 
joint strategy. 

Senior BBV executives say 
that only the passing of time 
will bring about full integra- 
tion but they claim that they 
are currently two years ahead 
of the targets they set them- 
selves. Certainly BBV’s logo is 
as familiar to Spaniards as a 
bullfight poster. 

The nuts and bolts of the 
BBV merger win no doubt be 


the subject of future MBA sem- 
inar courses. Students will be 
examining the manner in 
which BBV has chosen to 
“sandwich” the staff of the two 
.banks so that an ex-Bilbao 
employee reports to an ex- Viz- 
caya one who in turn reports 
to an ex-Bilbao one and so on 
up the executive pecking order. 

The similar Basque roots of 
the two banks, and the fact 
that most of their managers 
share a common background 
in Bilbao's Jesuit-run Deusto 
University, might suggest a 
trouble-free integration but the 
impression is a deceptive one. 
The two banks, despite the 
similarities, have distinctly dif- 
ferent corporate cultures. 

In broad terms Bilbao, the 
larger of the two, was the more 
stratified and it boasted a 
stronger organisation, while 
Vizcaya liked to cultivate a 
loan ami hungry image. VlZ- 
caya gained a reputation for 
the manner in which it 


recruited clever all-rounders 
and quickly rewarded individ- 
ual merit 

At the senior executive level, 
the inevitable tawgiftnft thftt fol- 
low a merger have been dilated 
by a buoyant job market This 
has absorbed not only those 
whose services BBV no longer 
required but also a number 
whose skills BBV would rather 
have retained. 

Lower down the scale the 
problem is more acute, for 
BBV plans to close down 
nearly 400 branches in the 
course of this year and to shed 
1,000 jobs a year over the next 
three years. 

The strategy adopted by 
BBV also gives room for 
thought Although BBV may 
rank 75 in asset terms among 
the world batiks, and is a third 
of the size of a Natwest, it is, 
by Spanish standards, a very 
big bank indeed: it is one-and- 
a-haif times larger than the 
second-ranked bank. Banco 
Central, and It has a 20 per 
cent share of the domestic 
banking market 

Sheer size was one of Mr 
Sanchez Asiain’s key consider 
attorns, for the former Bilbao 
chairman had consistently 
argued over the years that 
Spanish banks lacked the econ- 
omy of scale required to com- 
pete after 1992. 

Nevertheless, the major stra- 
tegic decisions taken in the 
aftermath of t he me r ger hare 
pointed more towards diversifi- 
cation than to a concentration 
of power. 

Arguably the most interest- 
ing aspect of the merger has 
been the new bank’s policy of 
In creasing its market quota by 
creating secondary trade 
marks This has been done 
through second-tier mergers of 





Banco de Bilbao Vizcaya: logo as familiar as a bullfight poster 


the small banks that were part 
of the Bilbao and the Vizcaya 
groups. 

In Catalonia Banca Mas 
Santa, which belonged to Bil- 
bao, has been absorbed by 
Banca Catalana, which 
belonged to Vizcaya, to create 
an extremely effective local 
hank in an area that has a 
marked - regional identity and 
the fastest growth rate in 
Spain. In a second strategic 
decision, Bilbao's Banco de 
Comercio absorbed Vizcaya's 
Induban, a similarly small 
bank. 

The revamped Banco de 
Comercio, which has taken 
over 90 nation-wide branches 
that belonged to the BBV net- 
work, has been launched as a 
strong medium-sized hank to 
compete with Barclays, Ban- 


kinter and others in the profit- 
able and innovative second 
division of Spanish banks. 

Far more flexible than its 
huge parent, Comercio can 
attract more select clients with 
a series of services such as 
interest-bearing current 
accounts that the large retail 
banks are unable to proride. 

A third new product has 
been the recent creation of a 
private bank called Privanza 
which has introduced wealthy 
Spaniards to personal banking. 
It has started up with eight 
branches, of which two are in 
Madrid and another two in 
Barcelona, and with 3,000 mil- 
lionaire accounts holders who 
had formerly banked with Bil- 
bao and with Vizcaya. 

BBV has opted for rational- 
ised diversification 


Instituto Oficial de Credito 

Pacemaker for change 


THE ART COLLECTION tint 
Mr Miguel Muniz, the chair- 
man of the Instituto Oficial de 
Credito (EGOX has been acquir- 
ing on haihalf of the institution 
he presides over is symbolic of 
the winds of change that he- 
wants to blow through Spain’s 
gtete banks. 

Gone are file dnii, academic 
portraits of long forgotten 
bankers. In their place Mr 
Muftjg has -had hung huge 
.abstract canyasea painted by 
TJarcelo, GordlUo/ Sicilia and 
the other young pacemakers of 
Spain’s co nte mporary art mar- 
ket. iCCs chairman talks as 
knowfedgeaMy and as enthusi- 
asticafly about the purchases 
as he does about the “strategic 
plan” he has set in motion to 
overhaul the s me cte iinB d credit 
agendas that toe Institute can- 
tads and cocrdmates. 

An autonomoos administra- 
tive body, which used to be 
Runted directly by the annual 
State budgets and which still 
remains under the Jurisdiction 
of the finance ministry, ICO 


Key for code-breakers 


THE NEW arrival in Spain 
will find that an aptitude for 
cryptic crosswords is a 
considerable advantage. 

The newcomer is likely to 
be stumped when a Spanish 
acquaintance asks for an 
opinion on the latest DGTB 

(pronounced Dehgehteh) 
ruling in the BOE (Boheh). 

In time, it win become dear 
that the first set of initials 
stands for the Direction 
ft wiw nl apT wnwmriwiM 

Exteriores, the foreign 
transactions directorate 
general that controls _ 
Investment from abroad* and 
that the second Is an acronym 
for the Botetin Oficial del 
Estado, the state gazette that 




The new arrival will soon 
discover the Spaniard's 

fondness far cod es. The ^_ ^ 

that used constantly in 
the press and In every-day 
conversation. A working 
knowledge of them is 
essential. 

A short code-breaking gufele 
would include SDK, the date 
of General Franco's death on 
November 20 197% 1 5J, wh ich 
means the first democratic 
elections on June 16 19771 
284), the date of the landslide 
Socialist Party electoral 
victory on October 28 1982; 
and 14-D, the mostrecent 
cypher to have entered the 
vocabulary and which maria 
the General Strike on 
December 14 last year against 
the Socialist (or rather PSOE, 
Pehsoheh, Partido Sodalista 
Obrero Espanol) government 

The most papifisr date at 
all is 23-F and it has achieved 
a near cabalistic states. It is 
instantly understood to mean 
the February 23 1981 coup 
attempt, but it could also 
signify the government seizure 
of the huge, and near - 
bankrupt, Bantam private 
holding on the 23-F of 1983, 
or the final coBapsecf the - 
attempted Banco Central and 


It would certainly be easier 
if newspaper headlines were 
explicit and snappy tat 
frequently they are neither. 
One recent headHtte read 
“UGT an d CCO O oppose the 
sale at ENFERSA to FESA". 

It would have been clearer 
if tt had said: -Uidans oppose 
fertiliser privatisation.” 

UGT, Union General de 
Trabajadores, the Socialist 
trade union, and CCOO, 
Comisiones Ohrexag, the 
Communist one, are in the 
news every day and fiuir 
acronyms are- among the first 
a new arrival meets. Bhe - 
repeated initials, by the way, 
as in CCOO, can be confusing 
but they simply indicate a 
plural as in FfAA, Fnerzas 
Armadas, the armed forces. 
There are giveaway dues, 

1 meanwhile, contained in the 


Banesto merger on February 


An SA at the end of a set 
of initials, as in those above. 
Indicates a Socfedad Anonlma 
or a company. One should^- ■ 
however, be cautious about 
reading too much fate tte 
a i t fa ff w gh S panish company 


that haven capital in excess ... 
of PtaSOm to adopt the SA 
format, there is no minimum 
capital outlay re quir ed far 
its use. A cab driver with two 
taxis can style his business 
anSA. 

An EN at the start of a set 
of initiate that ends in an SA 
indicates an Empress Nadonal 
or a state-owned company. 

JENFEBSA is thus the 
public-owned fertiliser 
company, the Empresa 
National de Fertuizaates, in 
the same way that ENDESA 
is the state-owned electrical 
utility and END ASA is the 

public-owned aluminium 

company- FESA, FertUtzantes 

Espandes, tea private 
company that is bidding to 
acquire its public xivaL 
Tcodes that kick off with so 
Afi, an AN or a CE inevitably 


denote business groups such 
as in AEB, Asoctedon 
Espamda de Banca, that 
group’s bonkers, ANFAC, the 
national association of car 
ntanufecturers or CEOK, the 
Confederation Espanola de 
Orgaidzaciones Empreaariales, 
fite employers confederation. 

Businesses in Spain are 
rarely large and there Is, 
tiu wJore, frequent reference 
to F2MES which stands for 
Fequena y Medians Empresa, 
small and medium companies 
- they have their own 
con federati on that is called 

flwfillWlIK. 

A DG, a directorate l 

as to Dehgchpeh, indicates 
a senior branch of the 

al m ininirHli nn It CFOpSUP 

In different guises Bke the 
DGPA, which monitors 
agricultural production, and 
the DGOH (Dehgeh o h ache b) 
which is responsible for 
hydraulic works. 

Jnst as ubiquitous are the 
SOSES which are meiczftilly 
easier, and more fan, to 
are ' ~ 


prozMHroce. 

Sodedadesde Desamdlo 
Industrial, «r industrial 
dp wlnwmimt awmrl pfi. and 
they are 4otted around Spain. 
Knowing which is which 
depends tm one’s acq uaintan c e 
with Spanish geography . 
SODIAN, SGDB5X and _ 
SODIGA, for example, win 


AudaTurin, Mmaf na grit 
Galida, respectively. 

For a more exhaustive 
code-tainting guide all those 
a r rivin g in Spain should arm 
themselves with the book: 
Spain, a Guide to Political and 
Economic Institutions by Peter 
J Donaghy and Michael T 
Newton, published by the 
Cambridge University Press. 


to compile an exceflent 
Spanish-Englteh financial 
dictionary, Dicdonario de 
Informs Hnandexos, that 

has been sponsored by Coopers 
and Lybrand 

Tom Bums 


tom, under a recent chang e m 
its statut e s, taken on the guise 
of a public enterprise. 

The catch-phrase among 
Spain’s state wwipaniaa is that 
they must be self-reliant and 
competitive and ICO is no 
exception. Mr Mtritiz soys the 
Institute now has a "“dual voca- 
tion”, for while it win continue 
to be the government’s chief 
financial a pn tf in areas such 
as~ development aid tends and 
domestic industrial restructur- 
ing programmes, it will become 
an ever more active player la 

Gone are the dull 
portraits of long 
forgotten bankers 


the open hanking market. 

What Mr Mufiiz, a long time 
socialist party member and a 
former senior treasury official, 
ia in fact running is a publicly- 
owned flnwnrial holding that is 
file sole proprietor of Spain's 
four state banks: the Banco de 
Credito Agricola, which deals 
with farming loans; the Banco 
Kpotecario de Espana, which 
arranges mortgages for hous- 
ing projects; the Banco de Cre- 
dito Industrial, which speci- 
alises in tending new firms 
ami industrial growth; and the 
Banco de Credito Local, a bank 
that meets the credit require- 
ments of local authorities. 

The first step towards com- 
petitiveness has been to inte- 
grate more closely the manage- 
ment of the four banks and the 
second has bran to encourage 
the different executives to 
diversify banking products. 

In the meantime ICO has 
pumped PtalQ2 .4bn- worth of 
capital into its subsidiaries 
with tfa atm that the share- 
holder funds should represent 
a minimum tit 5 per cent of 
each bank’s total resources. A 
further Pta59.6bn is to be 
injected this year to raise the 
ratio to 7 per cent 

Results so far indicate that 
ICO an ^ its hanks are weather- 
ing the new open market envi- 
ronment with apparent ease. 
The group’s total lending by 
the end of 1988 represented a 
13 per cent share of the market 
and new credfis total Ptal tril- 
lion (million million), a 40 per 
cent increase on 1987. Last 
year the Banco Hlpotecario 
provided for the first time 
mote mortgages to the private 
sector than to fite official hous- 
ing projects. 

At the end of 1988 the total 
volume of deposits raised by 
the four hank* was Pta52L5bn, 
a 73 per cent increase on 1987. 
Given that until two years ago 
the state banks were not in the 
business of capturing client 
deposits, the ICO group has 
shown remarkable powers of 
adaptability. 

Hr Unfita attributes the suc- 
cess to the straight exploita- 
tion of collaterals. Instead of 
just providing tends to local 
authorities as in the past, the 
Banco de Credito now encour- 
ages the municipalities to open 
accounts with the bank and it 
sells them a tell range of finan- 
cial management sendees. 

At one level the ICO 
can steal & inarch on the _ 
vale banking sector: its operat- 
ing costs, 0-4 per cent of the 
total assets, are well below the 


Z8 per cent average in the pri- 
vate bonking sector. With just 
69 branches and 2,690 employ- 
ees. the ICO group is better 
placed than others to enforce 

Striet h vhnusa flnanria l 

and its lending rates are 
Invariably at the lower end of 
the hanri- 

But after the hdtial sprint 
into the (men market, a “spec- 
tacular entry”, accordin g to Mr 
Mufti* and one that, if nothing 
else, underlines the banking 
boom in Spain, ICO could find 
its further progress hampered 
by personnel problems. 

Although there is a high 
degree of specialist skills 
among the executives of the 
four banks, the overall com- 
pany culture of the ICO group 
fights shy of market competi- 
tion for it reflects the former 
cosy relationship that the state 
banks enjoyed with the admin- 
istration. Mr Muniz concedes 
that changing a corporate atti- 
tude, s uc h as the «ne that the 
ICO group has evolved, is by 
no means an easy task. 

ICO's eh airman is neverthe- 
less determined to push the 
group along the competition 
path. In th« course of this year 
all of the ICO group’s employ- 
ees will be spending at least a 
week attending a custom-built 
training course 

A specific problem is that 
although Mr Mudiz wants 
managers to work as aggres- 
sive private bankers, he is 
hamstrung by the rigid and 
low salary structure that exists 
in ICO as it does in every state 
enterprise. A senior executive 
In the ICO group, at current 
wagB and fringe benefit levels. 
Is earning as much as three 
times less than his opposite 
number in the private hawking 
world. 

Tom Bums 
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N M ROTHSCHILD & SONS LIMITED 

ROTHSCHILD ET CIE, BANQUE 

LA COMPAGNIE FEVANCIERE EDMOND 
DE ROTHSCHILD, BANQUE 


HAVE INCORPORATED 

ROTHSCHILD ESPANA S.A. 

GENERAL MANAGER; RAFAEL BENEYTO 

ADDRESS: SERRANO 51 
28006 MADRID 

PHONE: (1) 431 53 72 

FAX: (1) 564 03 39 



This is the new face of ICO. 

An insttiutwn that's bcK±edwhh drive and inhiative. That’s putting its money on the future. 
That's providing, through its spedaBsed banks, services to business companies, 
financial power to agriculture and fisheries, support for local mid regional government 
corporations and aid for housing developments and tourist facilities. Forward-looking and 
effective, a new public bank for a new era. 
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SPAIN: BANKING & FINANCE 6 


Andrew Baxter examines the controversial role of the savings banks 


PENSION FUNDS 


Agreements help to clear the air Teething troubles 


SPAIN’S BIGGEST savings 
banks are entering a sew era 
of expansion following three 
years of controversy ' and 
debate over their role in the 
country's financial services 
industry and, particularly, 
their presence in insurance. 

The government’s decision 
Last year to remove geographi- 
cal restrictions on the savings 
banks was, in one respect part 
Of Spain’s efforts to strengthen 
its financial institutions ahead 
of the 1992 EG internal mar ket 
reforms. But it was also a logi- 
cal response to the savings 
banks' stealthy emergence as 
major institutions while retain- 
ing a non-profit making status. 

The biggest savings bank, 
the Barcelona-based Caja de 
Pensiones (La Caixa), is 
Spain's second biggest finan- 
cial institution in asset terms 
after Banco Bilbao Vizcaya, 
and the sector, as a whole, bas 
about 46 per cent of the Span- 
ish hanking market, up from 
about 35 per cent in the 1970s. 

Mr Rafael Jene. assistant 
director general at the Caja de 
Ahorros de Cataluha, the coun- 
try's fourth biggest savings 
bank, explains the process as 
follows: as the foreign banks 
began to take a strong hold on 
lending to l«ai«ng companies, 
the Spanish banks, for the first 
time, took an interest in the 
mortgage market, hitherto the 
preserve of the savings b anks . 
But the savings banks, in turn. 

ONLY ONE out of every five 
heads of household in Spain 
has a private insurance policy 
of any kind, whereas just 
about every Spaniard gambles 
year round, spending well 
above the European norm on 
flatters that range from bingo 
halls to state lotteries. 

The living for today attitude 
and the gambling addiction 
has prompted Sweden's Skan- 
dia to market an intriguing 
sales gimmick: policy holders 
whose pension plan number 
coincides with the winning 
state lottery number in the last 
draw each month pay no more 
contributions until they retire. 

At present Skandia has a 47 
per cent share of the active life 
fund market and it owes its 
commanding edge over its 
competitors not to its lottery- 
linked promotions, although 
these help, but to an intelligent 
approach to the peculiar condi- 
tions In Spain. The basis of the 
Swedish company’s operation < 


started encroaching on com- 
mercial lending to small busi- 
nesses, at the expense of the 
commercial banks. 

“Competition is increasing, 
margins are decreasing but 
assets are diversifying, and 
that is a good thing,” says Mr 
Jene. 

These gradual, little-noticed 
changes come in sharp con- 
trast to the furore raised by 
the savings banks’ recent 
activities in insurance. 

For many savings banks the 
business is not a new one. But 
a series of tax changes in the 
mid-1960s suddenly enhanced 
the attractiveness of the 
savings banks' “deferred capi- 
tal" life insurance policies in 
which, typically, payment of a 
single premium gives a guaran- 
teed return a year later or on 
death if earlier. 

This created the equivalent 
of a term deposit, but because 
the so-called primas unicas 
were insurance rather than 
financial products, individuals 
did not have to declare the cap- 
ital gain on their tax returns. 

The impact on the savings 
banks' b alan ce sheets was pal- 
pable. La Caixa, which is 
Spain's biggest life insurer by 
far, increased its funds taken 
for insurance products from 
Pta241bn to Pta822bn in 1967. 

But as funds flooded in the 
tax authorities were not far 
behind, suspecting, quite 
rightly in many cases, that the 



policies were being used to 
evade taxes. The ensuing wran- 
gles between the government 
and the industry over “black 
money” and disclosure of the 
policy-holders names could 
drag on for two to three years. 
Inevitability the row has led to 
a drastic cooling off of interest 
in the primas unicas. At La 
Caixa, the share held by insur- 
ance in total group assets is 40 
per cent bnt falling sharply, 
according to Mr Tomis 
Muniesa, assistant president. 
“Many people who used to buy 
these type of policies ... are 
now worried about losing Hmn 
in arguing with the tax author- 
ities." 

To make matters worse, 
Spain's other insurers noticed 
in 1967 that the country's nego- 

INSURANCE 


datura on entry into the EC 
bad failed to spot that the 
savings banks would require 
permission from Brussels to 
stay in insurance. 

While this problem has not 
yet been resolved, a series of 
agreements at national level 
has helped clear the air. In 
return for winning the ability 
to open branches nation-wide, 
only five savings banks, 
including La Caixa, Catalans 
and the Caja de Bantetana, the 
other big Catalonian institu- 
tion, will be able to offer insur- 
ance under their own name, 
and that in their historically- 
defined regional areas. 

The savings banks will, how- 
ever, be able to have unconsoli- 
dated insurance subsidiaries 
nation-wide, and the Mg insti- 
tutions have already set these 
up to sell products such as 
mortgage-linked fife insurance. 

The compromise opens the 
way for major expansion by 
the big savings banks, and has 
already prompted a scramble 
to merge among the smaller of 
the 80 institutions in this sec- 
tor. 

The merger trend seems now 

to be spreading to the major 
players in the sector. Barter 
this month La Car** and the 
Caja de Barcelona started seri- 
ous negotiations, after three 
months of preliminary talks, 
on a possible merger which 
would create Spain’s largest 
deposit-taking institution. 


Manana’s new meaning 


is a 50-50 joint venture called 
Intercaser that it established in 
1980 with Caser, a domestic 
insurance company that is 
owned by a 51-strong associa- 
tion of Cajas, the ubiquitous 
Spanish shareholder savings 
banks. 

The pioneering Skandia deci- 
sion to work with a domestic 
partner has been imitated by a 
bevy of later multinational 
arrivals such as West Ger- 
many's Allianz. The company 
has entered Into an agreement 
with Banco Popular, Italy's 
Generali which works with the 
Spanish subsidiary of BNP, 
and Britain’s Eagle Star Hold- 
ings, the Mercury Aset Man- 
agement Group has started 
operations with Tabacalera, 


the former Spanish Tobacco 
monopoly and with Banco San- 
tander de Negocios respec- 
tively. 

The distinguishing feature of 
the Skandia operation, how- 
ever, is its use of the Cajas 
network. Intercaser’s head 
office in Madrid is computer- 
linked to 800 Caja branches up 
and down the country and the 
insurance company’s sales 
force is, in effect, the small 
town savings bank employee 
who has a thorough under- 
standing of and access to the 
potential client who has begun 
to worry about a future nest 
egg. 

Intercaser, itself, has just 49 
employees but its sophisticated 
technology allows it to run 


160,000 personal pension plans, 
worth some Ptal45bn, that the 
company has on its books 
every year. Colombian-born 
and Skandte- t ralned Mr Camilo 
Pieschacon, who set up the 
joint venture and remains its 
chief executive, reckons that 
significant and sustained 
growth is on line. 

Overall, the Cajas have 12 
million deposit accounts and 
Mr Pieschacon wants 10 per 
cent of these tapped for active 
Hfe ftinds by Intercaser. The 
target would increase the com- 
pany’s present volume nearly 
tenfold and bring L2 million 
policy holders under its wing. 

Such rapid growth ambitions 
over the next five years are not 
misplaced. There is consensus 



La Caixa seems, in any ran*, 
well prepared for the chal- 
lenges ahead, it already has a 
network of some 230 Grup- 
Caixa offices beyond its home 
base of Catalonia and the Bal- 
earics, limited to a number of 
specialised financial products. 
These will form the starting 
point for a network of perhaps 
1,000 branches outside the 
home area in four year’s time, 
Mr Muniesa suggests. 

Cataluna, too, has ambitious 
plans for 150 new branches out- 
side Catalonia over the next 
four years. They will be con- 
centrated In areas of greatest 
economic growth - Madrid, 
the Mediterranean coast, and 
the Bakeries. 

Accompanying the geo- 
graphic expansion is product 
diversification and interna- 
tional acquisitions and co-oper- 
ation. Cataluna wants to use 
its network to distribute for- 
eign insurance companies' 
products in Spain, and is boost- 
ing its presence via subsid- 
iaries in fond management, 
leasing and custodial work. 

In July last year La Caixa 
bought the small Banqoe pour 
la Construction et rEqulpment 
from Paribas of France, and 
has an option to buy Society de 
Ctodit et de Banque of Monaco. 
Catalans, meanwhile, recently 
signed a co-operation agree- 
ment with Cassa di Rispannio 
di Genova e Imperia, an Italian 
savings bank. 

that times are ripe for a 
change. Over the past three 
years disposable income in 
Spain has increased sharply 
and, along with new wealth, 
Spaniards are in the process of 
acquiring a financial sophisti- 
cation and culture that they 
formerly lacked. 

The new awareness brought 
on by the economic climate Is, 
in the meantime, stimulated by 
the government: the latter is 
determined to shore up the 
state social security system by 
sharing the burden as much as 
possible with the private sec- 
tor. The recent pension fond 
legislation, for an its shortcom- 
ings, is clear evidence that 
major changes are in process 
in the Spanish insurance sec- 
tor. 

Manana may soon be under- 
stood to mean providing for 
the future rather than delaying 
a decision for the morrow. 

Tom Bums 


SPAIN'S PENSION fund tew, 
which came into effect in Janu- 
ary, bas very laudable aims. It 
seeks both to bring order into a 
sector which was, by common 
consent, chaotic, and to bridge 
the growing gap between the 
expectations and the reality of 
state pensions. 

More than useful spin-offs of 
the new legislation were, natu- 
rally, the creation of a vigorous 
long-term finance instrument, 
something that is very neces- 
sary given the narrow base of 
Spain’s borrowing profile, ami 
the injection of solid capital 
into Spanish equities. 

The problem is that big 
enterprises have shown them- 
selves so far to be less than 
enchanted with the new legis- 
lative umbrella. This is despite 
the first time ever tax deduct- 
ible breaks that are included in 
the law. Pension funds manag- 
ers are, for their part, openly 
hostile to the government’s ini- 
tiative. 

Mr Guillermo Kessler, the 
senior treasury official respon- 
sible for the insurance sector, 
admits that there is room for 
criticism but he is adamant 
that the new law requires a 
period of stability and that 
there will be “no modifica- 
tions" in the short term. 

Although he concedes that 
since the begining of the year 
not a single major company 
pension scheme, with a mini- 
mum PtalOOm share base as 
stipulated by the law, has 
come forward to register its 
operations with the reasury, 
Mr Kessler claims it is “still 
too early to draw conclusions". 
Fund managers, however, say 
that a new look at the law, as 
for as it affects company pen- 
sion plans, is well nigh inevita- 
ble. 

The arguments that sur- 
round the new law’s growing 
pains should not, however, 
obscure its major implications. 

Essentially, what the law 
does is to establish a series of 
tax breaks for those who enter 
a company pension scheme 
and it also creates a framework 
to regulate the Investment of 
the resulting foods. If 35 per 
cent of the total official work- 
ing population takes advantage 
of the legislation, then the pen- 
sion funds would be manag in g 
an estimated PtaLSbn in their 
first year. 

The sum, which represented 
one-a-half times the life insur- 
ance industry's total premium 
income in Spain in 1987, is a 


windfall for the banks, since 
they are well placed to manage 
the new business through their 
pension fund subsidiaries. The 
sum also represents a consider- 
able filHp for Spain's capital 
markets: if just one-third of it 
were invested in equities, this 
income injection would 
amount to 6 per cent of the 
Madrid market’s total capitalis- 
ation. 

It is, in the meantime, no 


The law is simply too 
socialist, ’ according to 
the chief executive of 
a bank's pension fund 
management 
subsidiary 


mere coincidence that the 
launching of the new tew has 
been accompanied by the 
appearance of 10-year treasury 
bonds, a long-term financial 
instrument that is rare in 
Spain. 

The tax breaks, which are 
weighted to the lower income 
groups, are generous - “they 
are as attractive as they can 
possibly be,” says Mr Kessler 
- and the investment guide- 
lines and restrictions are sensi- 
ble. 

Contributions will be fully 
deductible from taxable per- 
sonal income up to Pta500,Q00 
annually per family unit and a 
further Pta250.000 will be 15 
per cent deductible. Of the 
resulting assets, 90 per cent 
must be invested in securities, 
mortgage loans, real estate and 
bank deposits. 

Restrictions indude a 15 per 
cent sub-limit on investment in 
bank deposits, a maximum of 5 
per cent of outstanding shares 
In the case of investment in a 
company, and a maximum of 
10 per cent of the fund's assets 
when it invests in securities 
issued by a single group of 
companies. Real estate must be 
revalued, in line with official 
valuation tables, every five 
years. 

From the point of view of 
employers and of the fund 
managers, the tew is objected 
to on three major fronts. The 
most important one is that the 
legislation takes the existing 
company pension schemes, 
which appeared on company 
balance sheets, out of the juris- 


diction of the financial director 
and put them into the hands of 
a controlling committee repre- 
seating the policy holders. The 
fear is that the controlling 
committees will become the 
domain oT the trade unions. 

There is a political compo- 
nent underlying this objection: 
“The law is simply too social- 
ist," according to th e chief 
executive of a hank’s pen sfcai 
fund management subsidiary. 
But there is also real resent- 
ment among employers over 
the prospect of contributing to 
funds that they will not con- 
trol, although they will, in the 
last resort, be responsible for 
their solvency. 

Employers also object 
strongly to the law’s insistence 
that policies in a company pen- 
sion plan should be “no mbs- 
criminatory" and also “porta- 
ble". 

The law, in their view, ships 
a pension scheme of its fringe 
benefit incentive value because 
it prevents an employer front 
rewarding individual employ- 
ees. The tew is also seen as 
encouraging job mobility, 
which is something certain 
employers, given the current 
strong demand for qualified 
personnel and the escalating 
gaiartos . would ratter discour- 
age. 

The policy holders them- 
selves could, in the meantime, 
add a separate objection and 
this is tnat under the law 
savings are non-liquid, mean- 
ing that assets can only be 
realised on retirement, disable- 
ment or death. 

The situation at present is 
that fund managers are advis- 
ing companies to avoid 
in-house passion schemes ami 
to offer, instead, salary adjust- 
ments to compensate for the 
loss of tax deductions. Employ- 
ees would be enabled, there- 
fore, either to apply for an indi- 
vidual pension plan or to enter 
what the new law terms “asso- 
ciative pensions schemes”. 

Associations that qualify for 
the tetter scheme, according to 
the law, can be professional 
bodies, trade unions, neigh- 
bourhood groups, or even 
members of a football club. 
The pension fund market 
could, at least in these eady 
stages of the law's life, be 
reduced to such schemes. The 
full effects of the legislation 
could take some time to make 
themselves felt. 

Tom Boms 



Banco de Progreso 


MARCH GROUP 


THE FOLLOWING OPERATIONS 
HAVE BEEN MANAGED BY THE BANK’S 
MERGERS AND ACQUISITIONS SERVICE 


* ARMOUR FARMACEUTICA, 
S-A. Madrid, has been advised 
and assisted by BANCO- DE 
PROGRESO in its expansion 
programme in Spain. 

* CENTRONORTE DE INVER- 
SIONS S A„ S.I.M. has been 
acquired by a Group of private 
investors. BANCO DE PRO- 
GRESO initiated and negotiated 
this transaction, acting as 
financial adviser to the acquir- 
ing Group. 

* SCHWEIZ ALLGEMEINE VER- 
SICHERUNGS. Zurich, has 
acquired the Insurance Com- 
pany Financiers Naclonal de 
Seguros y Reaseguros. S.A. 
(F.I.N.A.S.Y.R.). BANCO DE 
PROGRESO acted as financial 
adviser to SCHWEIZ ALLGE- 
MEINE VERSICHERUNGS. 

* COLON DE INVERSIONES. 
S.A., S.I.M. has been sold to a 
Group of private investors. 
BANCO DE PROGRESO initi- 
ated and negotiated this trans- 
action, acting as financial 
adviser to Colon's sharehold- 
ers. 

* BP ESPANA, S.A. has been 
advised and assisted by 
BANCO DE PROGRESO in Hs 
expansion programme in 
Spain. 

* EBRO, CIA. DE AZUCARES Y 
A L COHOLES. S.A. has been 
advised and assisted by 
BANCO DE PROGRESO in its 
expansion programme in 
Spain. 

The Construction Products 
Division of ARMCO. S.A., sub- 
sidiary of ARMCO. INC., has 
been acquired by a Group of 
investors. BANCO DE PRO- 
GRESO initiated and negotiated 
this transaction, acting as 
financial adviser to ARMCO. 
S.A. 


* HENKEL IBERICA, S.A. has 
been advised and assisted by 
BANCO DE PROGRESO in its 
expansion programme in 
Spain. 

* VASCO MONTANESA DE 
VALORES MOBILIARIOS. S-A.. 
S.I.M. has been acquired by a 
Spanish Group of private 
instiutionat investors. BANCO 
DE PROGRESO initiated and 
negotiated this transaction, act- 
ing as financial adviser to the 
acquiring Group. 

*<cLA SUIZA SEGUROS. 
Subsidiary Group of «La 
Suisse » Assurances of Lau- 
sanne, has been advised and 
assisted by BANCO DE PRO- 
GRESO in its expansion pro- 
gramme in Spain. 

* CM INVERSIONES, S.A.. 
S.I.M. has been sold to a pri- 
vate group of investors. 
BANCO DE PROGRESO initi- 
ated and negotiated this trans- 
action, acting as financial 
adviser to CM INVERSIONES’ 
shareholders. 

* SOCIETE DES KAOLINS DU 
MORBIHAN, Paris, has been 
advised and assisted by 
BANCO DE PROGRESO in its 
establishment programme in 
Spain. 

* GESTION INTEGRAL DE 
NEGOCIOS. S.A. (GESTIN), 
Madrid, has acquired the 
supe rmarket chain SUPER- 
ETTE-GRAN UNION of Valen- 
cia. BANCO DE PROGRESO 
initiated and negotiated this 
transaction. 


“ SOCIETE REYDEL. Lille . 
(Francia), has been advised 
and assisted by BANCO DE 
PROGRESO in its establish-' 
ment programme in Spain. - 

• MERCADONA, S-A., Valencia, 
has acquired a majority partici- 
pation in the supermarket 
chain SUPERETTE-GRAN 
UNION of Valencia. BANCO DE 
PROGESO initiated and negoti- 
ated this transaction. 

• ESTRUCTURAS ARAGON, 
S.A., Zaragoza, has been 
acquired by DUMEZ-COPISA. 
S.A^ Barcelona. BANCO DE 
PROGRESO initiated and nego- 
tiated this, transaction. 

• HJIXSOOWN IBERICA, S.A.. a 
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Brunei's ambitions 
run into problems 

Unnoticed and unexplained, an ambitious plan 
for Brunei citizens to share In the ownership of 
local companies has slithered into apparent 
failure, In the process underlining the prob- 
lems which can face outsiders doing business 
witb the oil-rich sultanate. Chris Sherwell tells 
the story of Oaf, the company at the heart of 
the plan. Page 28 

Sflm pickings for greens 

A host of stocks with 
green labels have 
been "discovered'’ In 
the UK this year, but 
the European main- 
land, where popular 
environmentalism is 
often far more 
advanced, has yet to 
offer such rich 
investment pickings. 
Alison Maitland iden- 
tifies some shining 
examples of environ- 
mental Investments 
and looks otthe difficulties of sorting the wood 
from the trees In a fast-growing area. Page 50 

An awful lot of chaos in Brazil 

Never in Its tortuous history has Brazil's sugar 
and alcohol industry suffered such chaotic mis- 
management as It has in recent months. Hot on 
the heels of the resignation of the president of 
the country's Sugar and Alcohol Institute fol- 
lowing reports of corruption, came the market 
troubles caused by the Government’s dithering 
over sugar export policy. John Barham reports. 
Page 38 


Marriage in the heavens 




Belgian airline Sabena’s lengthy spell In the 
marriage market has ended wtth it finding not 
one partner but two. David Buchan reports on 
the deal under which British Airways and KLM 
each plan to take a 20 per cent stake in a new 
Sabena subsidiary called Sabena World Air- 
lines. Page 30 


Man with some explaining to do 

Crosfieid. Electronics is 
used to announcing 
nothing but good news 
at its annual press con- 
ferences. Until, recently 
ftf has been the fastest 
growing and most profit- 
able division of De La 
Rue, the security printer 
and manufacturer of 
sophisticated printing 
technology. But tomor- 
row Mr Jim Salmon, 
Crosfield's managing director and deputy chief 
executive of De La Rue (left), will face some 
hard questions about the division's latest fig- 
ures, especially the big drop In profits. Page 37 
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Wall St goes on £2bn 
shopping expedition 

Nikki Tait and Anatole Kaletsky on the Gateway bid 


H onrflni would have been 
Impressed. As last-min- 
ute escape routes go, yes- 
terday’s embrace by UK food 
retailer Gateway of a £2 bn 
(93Jbn) leveraged bid from Was- 
sersteln Perella and A&P could 
not have been cut much finer. 

It arrived at 10 o'clock on Mon- 
day night - the product of exten- 
sive midnig ht oil-burning in a 
host of US and UK investment 
banks - only 39 hours before the 
rival leveraged offer from Isosce- 
les, a newly-formed company 
headed by former accountant 
David Smith, and advised by S.G. 
Warburg, was due to reach its 
final cklSe. 

Although Wasserstein main- 
tains that it first looked at Gate- 
way when the Isosceles bid 
arrived in April, the pace picked 
up only over the past seven days. 
When the attempts by A&P, one 
of the loaiffng US food retailing 
groups, to mount a bid jointly 
with US leveraged buy-out spe- 
cialists, Kohlberg Kravis Roberts, 
broke down, Wasserstein’s poten- 
tial role BTpmiM- 
The result — two rival lever- 
aged financing packages battling 
for control of a major UK com- 
pany — is a sight which few 
might have expected to see a cou- 
ple of years .ago. Ahead of the 
1887 stockmaiket crash, the num- 
ber of leveraged bids in the UK 
could be counted an the fingers 
of one hand. Yet, over the past 
year, leverage - at least in the 
hostile bid arena — h«g been the 
predominant form of finance. 

That said, the latest Gateway 
bid breaks significant new 
ground, in that thte is the first 
time a US leverage fund has been 
heavily invo lved in a major Brit- 
ish bid. Will it be the forerunner 
of a wave of American finance in 
British and Continental Euro- 
pean bids? 

The deal also raises the ques- 
tion of why the omnhhiefl forces 


of Wasserstein and A&P reckon 
there is more value to be had in 
Gateway than Isosceles has 
suggested to date. 

In terms of fending, the two 
schemes differ In that the WP/ 
A&P package has a slightly 
lower input of senior debt - 
£1.7bn against £l-9bn - but a 
substantially higher amount of 
money committed at the riskier 
levels of equity or mezzanine 
(which fails somewhere between 
debt and equity.) This seems to 
imply that the providers - at the 
sharpest end. the WP partner- 
ships and A&P - can either see 
additional returns, or are pre- 
pared to accept lower payback, 
than isosceles* b acker s 

A & P is clearly hoping that Mr 
James Wood, its chief executive, 
can achieve for tha British group 
what he has already dime in the 
US. Mr Wood win become chief 
executive of Gateway and Mr 
Alec Monk, who remains chair- 
man, will report to him. 

The US company, which was at 
one time the largest supermarket 
chain in the world but foil on 
hard times in the 1970s, has 
achieved an impressive turn- 
round since 1980, when West Ger- 
many’s Tengelmann Group 
acquired 52 per cent ownership 
for about $l40m. Ten gelmann 
secured the services of Mr Wood, 
who had been running Sir James 
Goldsmith's Grand Union super- 
markets group, by offered him 
personal incentives equivalent to 
about five per cent of A & P's 
equity. The German group then 
sat back and watched the value 
of its investment grow sevenfold 
as Mr Wood tumd a $43m loss in 
1980 into a $l27m profit in 1988 by 
cutting ont unprofitable 
operations, bringing expenses 
under control and expanding 
aggressively through acquisi- 
tions. 

However, UK analysts remain 
to be convinced that miracles can 


be wrought at Gateway: "No 
doubt A&P can accelerate the 
changes, but the feet remains 
that Gateway is the weakest 
player in an increasing concen- 
trated sector,” commented one. 

Analysts on Wall Street added 
that that this deal will provide 
none of the synergies available in 
A&P's domestic US mergers, 
many of which have been 
designed to increase the group's 
market share in geographical 
areas where it was already 
strong. 

"Every acquisition Wood has 
made in the past has been clearly 
synergistic," says Mr Comeau. 
“In this case, though, the only 
possible synergies might be for 
Tengelmann trying to expand 
across Europe, not A&P." 

This, in feet, could be the key 
to A&P’s involvement in the 
Gateway buy-out By putting up 
a relatively modest amount of 
subordinated debt, Tengelmann 
is effectively acquiring an option 
on one of the biggest retailing 

r-halnq m the UK. If the bid tum« 

out to have been overpriced, or 
the tumround prospects prove 
poorer than expected, Tengel- 
mann will stand to lose little or 
nothing ami wmid «nd up acquir- 
ing Gateway on the cheap. If the 
deal goes well, the German group 
will be in a position to exercise 
management control of Gateway 
and to buy the company In its 
own time. 

For Wasserstein Perella the 
merits of the buy-out are less 
obvious. The firm - or at least 
the investors who have contrib- 
uted to its buy-out pool - bear 
the entire risk of the tumround 
faffing . The npgtdA potential of 
their investment, on the other 
hand, may be limited not only by 
the high price they have agreed 
to pay but also by the manage- 
ment control exercised by A&P 
and ultimately the Tengelmann 
Group. It is perhaps significant in 



Brace Wasserstein: breaking new ground with leveraged bid for Gateway 


this context that Kohlberg Kravis 
Roberts dropped out of the bid- 
ding at the last moment 

Wasserstein Perella's own 
track record in LBOs is still far 
too short to draw any clear con- 
clusions about its akfli in valuing 
these deals. So far the company 
has dime only three major LBOs 
- Pneumo-Abex, an aerospace 
components manufacture it 
bought for SLSbn in partnership 
with Henley Group; Wickes Com- 
panies, a Los Anegeles-based con- 
glomerate, acquired for $2.7bn in 
conjunction with Blackstone 
Group; and KDI Carp, a relatively 
small swimming pool firm. 

Whatever the outcome, the 
commercial plans for Gateway of 
the new bidders certainly differ 
from those of Isosceles. Isosceles 
envisaged selling off peripheral 
parts of Gateway - in particular 
Herman's, a US sporting goods 
chain, and the UK Medicare out- 
lets - phis up to 80 superstores, 
leaving it with some 730 Gateway 
supermarkets. 

Hie new bidder is extremely 


cagey about disposals, but Mr 
Wood is dear that the refocusing 
will be on a regional basis rather 
than by store size. 

“There's no such thing as a 
national chain.” he suggested, 
pointing out that even the likes 
of Sains bury and Tesco have cer- 
tain regional biases. Gateway 
would “retrench into areas where 
it haw strengths.” 

Mr Wood would not say 
whether Wellworth. the Northern 
Ireland chain. Medicare or Her- 
man’s would definitely be sold. 
The only concrete suggestion was 
that some £700m-£750m could be 
raised from disposals. 

Of course the new bidders are 
not yet home and dry. Last night 
Isosceles said only that it was 
considering Its options, although 
Mr David Smith, chief executive, 
did add that accepting the 
A&PWP bid was not one of the 
subjects discussed. 

But an equally intriguing ques- 
tion is whether the Gateway situ- 
ation is a “one-off", or whether it 
spells more sustained direct 


interest by the US investment 
community in the UK bid forum. 

The Gateway situation is unde- 
niably onusuaL The company's 
sizable acquisition programme in 
the early-198Qs provoked serious 
indigestion, both in terras of the 
amount of paper issued to fund 
those deals and in terms of com- 
bining the various chains. With a 
share price which had drifted 
back to the 145p level in Decem- 
ber, institutional disgruntlement 
was considerable. 

That said US involvement in 
UK mergers and acquisitions has 
been something of a discemable 
trend of late. Arbitrageurs from 
across the Atlantic have been 
increasingly active, as have 
aggressive raiders and bidders 
such as Mr Asher Edelman, Mr 
Jeffrey Steiner, and (although 
only “American" for the past 
decade) Sir James Goldsmith. 

One swallow does not make a 
spring, and no-one expects 
another bid like this in the near 
future. But swallows may still be 
indicative of the way the seasons. 


US court freezes bid 
for Sea Containers 


By Andrew Hill In London 

A US COURT has frozen the 
hostile Anglo-Swedish hid for Sea 
Containers, the ferry and con- 
tainer group. 

Tiphoak, a UK container rental 
company, and Stena, the private 
Swedish ferry operator, are offer- 
ing *824m for Sea Containers. 

Sea Containers also claims that 
a special meeting on Mondayfor 
Tlphook shareholders was in con- 
tempt of previous court orders. 

The Washington DC district 
court has imposed a preliminary 
injunction on the bid, replacing 
previous temporary restraining 
orders. Judge John Garrett Penn 
is expected to give bis reasons for 
aw ar din g the injunction shortly. 

Sea Containers also wants the 
judge to reverse the outcome of 
the extraordinary general meet- 
ing two days ago, at which 
Tlphook shareholders approved a 
£23Sm rights issue to fund the 
group’s share of the deal, on the 
grounds that the meeting 
infringed the original court 
orders. 

Tlphook and Stena have 
appealed against this week’s rul- 
ing and are opposing the con- 
tempt claim. They are pressing 
for a quick hearing , and hope to 
get the injunction wtad pumting 


"But Sea Containers believes 
the court’s action will stop the 
predators from pursuing their 
offer indefinitely, enabling Mr 
James Sherwood, Sea Containers’ 
president, to put together defen- 
sive plans for the company at his 
leisure. 

In the light of the latest legal 


developments. Sea Containers 
may decide not to send a letter to 
Tiphpbk’s shareholders, casting 
doubt on the financing of the 
deal 

Shares in Sea Containers, 
which owns Sealink British Fer- 
ries, were trading at more than 
972 yesterday, the highest level 
since the bid was launched, in 
the aftermath of Mr Sherwood’s 
comments earlier in the week. 

He has said that recapitalisa- 
tion or a leveraged buy-out could 
realise between $70 and 9100 per 
share fbr Investors, against die 
Stena/Tlphook offer of 9S0. 

Recapitalisation would involve 
the sale of peripheral assets, 
which could include Sea Contain- 
ers’ container ships. The group 
has said it could sell the 12 whipa 
for 9120m. 

Sea Containers Initially 
objected to Stena’s purchase of 
an 8.2 per cent stake in the 
group, which was revealed in 

Mar ch and has «fnca been dftiifod 

to 7.1 per cent The g roup is now 
attempting to outlaw counter- 
claims by Stena and Tlphook in 
the Bermuda courts, on the 
grounds that they were originally 
dismissed In Washington. 

Three weeks ago, the Bermuda 
Supreme Court prevented Sea 
Containers subsidiaries from 
baying further shares in the- par- 
ent company before July 3, when 
there win be a preliminary hear- 
ing of the issues. Sea Containers 
subsidiaries own 2L2 per cent of 
the groi up’s shares, and Mr Sher- 
wood and directors control a fur- 
ther 7 A per cent 


Bond reconsiders plan to sell beer interests 


By Bruce ‘Jacques in Sydney 

MR ALAN BOND, the Australian 
brewing and media entrepreneur, 
is considering calling off his com- 
plex plan to sell Bond Corpora- 
tion’s beer interests to its associ- 
ate, Bell Resources. 

Mr Bond said demands by the 
Australian Stock Exchange for 
two Independent reports an the 
deal and five-year accounts fra: 
the company’s brewing 
operations were too onerous and 
may force him to pull out of the 

ifonl 

He told AAP Reuters he had 
initially planned to complete the 
transaction by June 30, but was 
now considering an alternative 


to sell all the non-brew- 
assets but of Bond Gbroara- 
tkm, turning it - instead of Bril 
- into a pure brewing stock. 

Analysts, however, discounted 
the suggestion, contending that 
the brewing sale to Bell was 
essential to restructure the com- 
pany’s drift and placate its bank- 
ers and shareholders. 

Mr Band also confirmed media 
reports that he is a ttempti n g to 
swap his A$800m (9590m) invest- 
ment in Lonrho, the UK conglom- 
erate, in return for a large stake 
in Strok, the US brewer. 

Mr Bond said he has discussed 
the Lonrho-Stroh proposal with 


his advisers, Morgan Stanley. 
However, In London on Monday 
Lonrho said that it had rejected 
this proposal and described it as 
obscure. 

Lonrho has obtained an injunc- 
tion barring Mr Bond from dis- 
posing of his holding without 
approvaL This will be tested in 
the courts os July 3. 

Mr Bond also said he was inter- 
ested in lifting his 33.7 per cent 
interest in British Satellite 
Broadcasting (BSB), the satellite 
television company. 

“If we are going to stay in, I 
want a bigger say,” he said. “We 
have been approached to sell our 


stake, but we’d rather stay in if 
we can win more influence.” 

Mr Bond said his group had 
much to offer BSB because of its 
experience in running an Austra- 
lian satellite broadcasting ser- 
vice, but he was concerned about 
over-optimistic targets and 
thought the launch of satellite 
television services to British sub- 
scribers could be delayed until 
next year. 

He said he had not discussed 
his desire for a larger stake with 
his BSB partners, which include 
Granada, Pearson and Reed Inter- 
nationaL 


Minorco 
petitions 
US court 

MINORCO', the South 
African-controlled investment 
group, is leaving nothing to 
chance in its efforts to end Amer- 
ican litigation which has pre- 
vented it from taking over fall 
control of Consolidated Gold 
Fields, the British-based mining 
company. 

It has now petitioned the US 
Supreme Court, asking It to con- 
sider whether a US court should 
have jurisdiction over a private 
civil action brought against 
Minorco by Gold Fields. 

The Issue is separate from an 
anti-trust case brought by Gold 
Fields and its associate. New- 
moot Mining , which Minorco is 
contesting. 


Jovanovich to sell theme parks 


By James Buchan in New York 

MR WILLIAM JOVANOVICH, 
who built the Harcourt Brace 
publishing house into a bfflian- 
nrfllar diversified company, yes- 
terday responded to pressure 
from bankers and Wall Street 
and agreed to sell his prized set 
erf theme parks to pay off debt 

But the sale (rf the six parks, 
which include the well-mown 
Sea World aquariums and could 
be worth ll.sbn may have 
divided the boardroom at Har- 
court Brace Jovanovich, as the 
company is now known. In an 
edgy and convoluted statement, 
Harcourt Brace said yesterday 
that Mr Ralph Caxtlo, who took 
over as chief exec u t i ve early this 
year, was ready to leave the com- 
pany to run. an independent 
parks company . 

Mr Robert Dunlap, an analyst 
at Brown Brothers TTarrlman in 
New York, said; “There would 
appear to have been a difference 
of opinion." But other analysts 
doubted there was a rift between 
the two men. Harcourt Brace 
could not -be reached for addi- 


tional enmn w nt- 

ln its statement, Harcourt 
Brace said that after talks 
between Mr Canto and Mr Jova- 
novich, who ran Harcourt Brace 
for 34 years and remains its 
nharrman, ft had decided to sell 
aTl ftg theme par ka and arirHtiftrufl 

land holdings to concentrate on 
its publishing business, which is 
the largest US textbook pub- 
lisher, and an insurance division. 

The theme parks, which com- 
prise Sea Worlds in Florida, 
Texas, Ohio and California, and 
the Cypress Gardens and Board- 
walk and Baseball parks in Flo- 
rida, alloyed revenues of $40O9m 
in the year to March, with operat- 
ing profits of 962.3m. 

The announcement sent Har- 
court Brace’s stock soaring on 
Wall Street, rising nearly 40 per 
cent in heavy trading by noon, or 
by 94 to $14%. Investors have 
been wary of Harcourt Brace's 
stock up to now because of the 
company's 92.7bn in drift, which 
makes it one of the most highly 
leveraged large corporations in 


the US. Mr Jovanovich, a distin- 
guished editor and ferocious busi- 
nessman. took on the crashing 
debt burden to thwart a takeover 
bid by the UK's Mr Robert Max. 
wen two years ago. • 

As recently as late last year, 
Mr Jovanovich rejected cans on 
Wall Street to sell the theme 
parks, instead buying time for 
the whole company by refinanc- 
ing $400m in debt - 
Mr Dunlap said: “They had 
negative net worth of $1.5hu .at 
the end of March. You don’t have 
to be a rocket scientist to see 
they have to do something about 
their balance sheet. I thought 
they should have sold the parks 
two years ago." 

Mrs Elizabeth Bramwell, an 
analyst at GabelH Securities, and 
Mr Joseph Frazzano of Oppenhet- 
mer believe the business - 
which is the world's largest after 
the Disney parks - could provide 
proceeds of $L5bn. "ft’s a bril- 
liant restructuring,” Mr Frazzano 
said. "The stock win be at 930 in 
two years If they sell/ 


Rail strike? 
What rail strike! 

If s business as usual 
today for our 300 lawyers 
and supporting staff 
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• Competition law 
•Taxation 
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Titmuss S ai tier & Webb 

Sotidiots, 2 Serjeams' Ion, London EC4Y liT. Telephone 01-583 5355 
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New Issue These Bonds with Warrants hav ing been sold, this announcement appears as a matter of record only. June 1989 

| | A FUTURE 

GLUNZ IN 

1 1 WOOD 

GLUNZ INTERNATIONAL FINANCE B.V. 

Ams te rdam 

DM 100,000,000 

7% Bearer Bonds oE 1989/1996 

with Warrants to subscribe for a total of 400,000 non-voting 

Bearer Preference Shaves or Glnnz Aktiengesellschaft 

the Bonds unconditionally and irrevocably guaranteed by 

GLUNZ AKTIENGESELLSCHAFT 

Hamm 

Issue Price: 1264b 

Subscription Sight: To each Bond in the principal amount of DM 5,000.- Bearer 
Warrants A and B to subscribe for a total of twenty non-voting 
Preference Shares of Glnnz AG are attached. The Wanants A 
entitle the bearer until June 22. 1992 to subscribe for a total 
of twelve, the Warrants B entitle the bearer until June 22. 1993 
to subscribe for a total of eight Preference Shares of Glnnz AG. 

The subscription price amounts to DM 223.- per share. 
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Leu Securities 
Limited 
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Brunei dream fades into a shadow 

Chris Sherwell on the difficulties of a once promising enterprise 


U nnoticed and unex- 
plained, an ambitious 

plan for R nniw ritiwiw 

to share in the ownership of 
local companies has slithered 
into apparent failure, la the 
process, it has underlined the 
problems which can fa«» out- 
siders doing business with the 

oil-rich sultanate. 

The story of Qaf, the com- 
pany at the heart erf the plan , 
goes back five years. Its key 
character Is Mr Ahmad Iqbal 
Saddique, a 46-year- old Paki- 
stani-born Moslem based In 
Singapore. Also Involved is 
Prince Mohamad Bolkiah, 
younger brother of Saltan Has- 
sanal Bolkiah, widely dubbed 
the world’s richest man. 

Qaf, an Mamie name for a 
mythical mountain, was the 
vehicle for the share owner- 
ship plan, and it secured a list- 
ing in Singapore in 1984 
through the reverse takeover 
of a local food distribution 
group called Ran and Go. 

Brunei had become indepen- 
dent from Britain ea rlier that 
year, and Qaf was intended to 
be Its first home-grown con- 
glomerate. As part of the grand 
scheme, it had already 
acquired in quick succession 
controlling stakes in strategi- 
cally placed foreign groups 
which provided Brunei with its 
newspapers, food, air condi- 
tioning, offshore oil services 
and industrial gases. 

Apart from Prince Mohamad, 
the company’s other key 
backer was Pengiran Anak 
jaafar, tire brother of Prince 
Mohamad’s wife. He became 
Qaf s chairman. But it was Mr 
Saddique who advised them, 
and who put Qaf s deals 
together. He had known the 
royal family from an earlier 
lucrative nil marketing opera- 
tion he ran which ate into Bru- 
nei Shell’s ml revenues. 

To investors, Qaf was inter- 
esting not Just far its royal con- 
nection but for its share owner- 
ship plan. Ben’s prospectus 
spelled out a promise, “as part 
of efforts to promote participa- 
tion by nationals of Brunei in 
tire equity of companies operat- 
ing in Brunei," to offer 14 per 
cent of the group to “selected 
Brunei institutions” at the 
same price they were paying, 
SS0.79 per share. 


This offer was never made. 
Indeed, it is now widely 
believed that squabbles within 
the royal family kille d the plan 
before it could get off the 
ground. Since then, the group 
has plunged into loss, Mr Satt- 
dique ^ out with tiie 

Prince and Pengiran Jaafar, 

and the ifharpliftliBng n of the 

royal backers have been 
heavily diluted by two rights 
issues. At least one bank - 
Hongkong and Shanghai. Bank- 
ing Corporation - has mire- 
paid loans on its books. 

A cursory glance would sug- 
gest the group’s problems hav e 
been largely beyond its control. 
In November 1985, for example, 

OAF 

Share price (Singapore $) 

1.80, 
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the crash of Singapore’s Pan- 
Electric group hit the local 
stock market and the Singa- 
pore economy co nt racted. Qaf 
was one of many to suffer. 

A year later, the Brunei Gov- 
ernment suddenly closed 
National Hank of Brunei, the 
cornerstone of a vast empire 
built np by Tan Sri Khoo Teck 
Puat, a Singapore-based busi- 
nessman. Qaf was one group to 
suffer when worried banks pul- 
led Bruneian credit Unaa- 

Then came the October 1987 
stock market crash, which hit 
Singapore as elsewhere. 

But, arguably Qaf s troubles 
stem as much from its own 
internal problems. In a seminal 
development shortly after Qaf 
was listed in late 1984, a letter 
was sent to the Brunei Invest- 
ment Agency, the key invest- 
ment inuHf iiri o n In the sultan- 
ate, formally nffarhig it the 14 
per cent stake. 


It met an unexpectedly sharp 
response, in the form of a Bru- 
nei Government public announ 
cement Any involvement by 
members of the royal family in 
any commercial company, it 
said, was in their own personal 
interest and had no connection 
with the Government 

Some believe the rejection 
sprang from a belated discov- 
ery of the share ownership 
plan by the Saltan. Others sug- 
gest it was a capricious change 
of mind on his part Both theo- 
ries assume irreconcilable dif- 
ferences between the Sultan 
and the Prince at the tune. 

Whatever the precise reason, 
what looked initially like a 
temporary local difficulty for 
Qaf turned out to be devastat- 
ing, since it meant Qaf in effect 
had fallen out of favour. 

Mr Saddique, to keep the 
group going, started trying to 
build a different sort of busi- 
ness, based more on Singapore. 
Qaf plunged into numerous 
t ransac tions, but bankers say 
that instead of offsetting the 
group’s problems, they com- 
pounded them. Even Mr Saddi- 
que acknowledges that he is 
more of a dealmaker than a 
professional manager. 

The consequences of Qaf s 
changed circumstances were 
not appreciated by the group’s 
small shareholders, many of 
whom still presumed Qaf gave 
them exposure to the newly 
independent country’s wealth 
and development. 

As Qafs business in Brunei 
started going downhill, an 
attributable profit of S$lim 
(US$5-6m) in the year to March 
1986 became a loss of S$llm a 
year later. A two-for-three 
rights issue at 60 cents per 
share followed, which saw 
Prince Mohamad's stake in the 
group diluted. 

In 1987 a new managing 
director, Mr John Richardson, 
was brought in from Hong 
Kong, largely as a figurehead. 
So were some new Hong Kong- 
based Indonesian investors 
headed by Mr Wong Fong FuL 
Bat, by March 1988, a disgrun- 
tled Mr Richardson had left, 
later working for Australia’s 
Mr Alan Bond in London. 
while Qafs loss had mounted 
to S$31m. 

Another rights issue became 


unavoidable, this tixne on a 
one-for-two basis at 40 cents. It 
reduced Prince Moha mad a 
stake to around 23 per cent, 
left the Indonesian investors 
with 15 per cent and intro- 
duced a new shareholders’ 
group, Singapore’s UIC group, 
which picked up 16 per cent. 

Some 4 ’4 years after listing, 
the reconstituted Qaf may now 
be turning the comer. Bat it is 
a sale shadow of its former 
self Mr Saddique has reached 
the point where he has 
launched a legal action against 
Pengiran Jaafar and is arguing 
with the Prince. 

His action against P engiran 
Jaafar springs from a personal 
loan he says be arranged for 
Pengiran Jaafar in order to 
take up equity in Qaf. 

B ack in 1984, Pengiran 
Jaafar had, with Mr Sad- 
dique's help, borrowed 
money for his equity share in 
the com Dany which would con- 
trol Qaf. Together Pengiran 
jaafar , Prince Mohamad and 
Mr Saddique had also bor- 
rowed S$24.5m for three 
months from Hongkong Bank 
in order to move from 51 per 
cent of Qaf to 65 per cent. 

As for the Hongkong Bank 
borrowing, the three assumed 
- wrongly as it turned out - 
that 14 per cent would be 
bought out by “Bruneian insti- 
tutions." The hank has still not 
been repaid, although the 
amount has been reduced sig- 
nificantly since Mr Saddique 
sold his shares in Qaf in 1987. 

One follower of this sorry 
tale, trying to sum up the 
group’s early years, describes 
Qaf as Brunei's first corporate 
baby. He says it was orphaned 
shortly after its birth, and had 
to be fostered into a childhood 
weakling with great difficulty. 
It then tried to walk before it 
could crawl and run before it 
could walk. 

If Qaf is lucky enough to 
reach adolescence, it will still 
not reflect its parents’ hopes. 
Indeed, the story of Qaf is part 
of a dispiriting pattern about 
business in Brunei. Like Tan 
Sri Khoo and other outsiders, 
Mr Saddique has learned the 
hard way how difficult it can 
be to forge sensible business 
links with Brunet 
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If your company has outstanding expertise and talent, you look for a bank that can match it. 

Societe Generate , the leading private French banking group, has for many years been the only market maker 
to deal in more than 55 currency crosses from the most frequent, U.S. Dollar against Yen and Deutschmark... 
to the rare, E.C.U. against Lira... 

Market leader in Japan, with a 20 % share of volume, in Europe and of course in France with a 52% share, 
we are one of the few dealers to quote currency options in excess of one year. 

Our expertise is at your disposal to cover any foreign currency exchange risk on commercial transactions, fixed 
foreign current assets, tenders, medium-term purchases of assets or any risk associated with takeover bids. Behind 
the scenes, our multi-talented teams , supported by a highly experienced back office, are constantly creating new 
methods of arbitrage between different markets... as well as sophisticated financial solutions, such as medium-term 
options, option-on-options, and down-and-out options quotations . 

As an active player committed to our role as consultant, we will respond to your needs and your talents. 
Wherever you are and whatever your goals, you will discover that, in terms of foreign exchange options, 

Societe Generate is a banking virtuoso. 

SOCIETE GENERALE 


Lets combine our talentS 

TEL: PARIS (331) 40985619 • LONDON (441) *29 5 271 • NEW YOflK (1212) 8306820 - TOKYO (813) 6979497 -FRANKFURT (4969) 71 748 - GENEVA (41 22} 7981333 - SYDNEY (612) 22S 7590. 


Nippondenso In 
US joint venture 
talks with Bosch 

By Kevin Done, Motor 
Industry Correspondent 

BOSCH OF West Germany and 
Nippondenso of Japan, two of 
the world’s largest automotive 
components supp liers, a re 
negotiating a joint venture in 
the DS for the production of 
pumps for petrol engine injec- 
tion systems. 

Bosch confirmed yesterday 
that discussions were under 
way, but refused to give any 
more details of the project. 
The deal is expected to be fina- 
lised in July or August 
The two companies are 
already linked in Japan, where 
Nippondenso manufactures 
petrol injection systems under 
licence from Bosch. 

Bosch holds a 6.1 per cent 
stake in ffippondenso, which 
is a leading member of the 
Toyota “family" of compo- 
nents suppliers. Toyota itself 
controls directly 23-3 per cent 
of the Nippondenso equity but 
there are additional crosshold- 
ings through other Toyota 
associates such as the Toyota 
Automatic Loom works. 

Nippondenso also manufac- 
tures Bosch anti-lode braking 
systems (ABS) under licence 
It Is understood that the 
joint venture planned with 
Nippondenso in the US is seen 
by Bosch as a way of breaking 
into the market for supplying 
components to the so-called 
Japanese transplants, the rap- 
idly expanding vehicle 
production base established by 
Japanese vehicle makers in 
the US. 

Bosch is already manufac- 
turing petrol and diesel Injec- 
tion systems in the US and is 
starting local production this 
year in the US of anti-lode 
braking systems at plants in 
Charleston and Anderson, 
South Carolina. It will 
have an initial capacity for 
producing 450,000 systems a 
year. 

The planned Bosch/Nippa 
denso joint venture in the US 
is one of the latest moves in 
the rapid globalisation of the 
automotive components sector. 
Last week Nippondenso 
announced a joint venture 
with Valeo of France to make 
components for electronic igni- 
tion systems in Spain. 


Hooker shares plunge 
after debt proposals 


By Bruce Jacques in Sydney 

SHARES IN Hooker Corp 
oration, the diversified Austra- 
lian property group, foil to a 
new five-year low today in vio- 
lent reaction to yesterday's 
admission of serious liquidity 
problems and proposals for a 
debt moratorium. 

The shares dipped from 99 
cents to 64 cents on turnover of 
about L5m units, a foil of 70 
per cent on levels in February 
this year and more than 90 per 
cent on the company’s peak 
before the 1987 share crash. 

The market interpreted last 
night’s moves by directors as 
♦antawMimt to placing the com- 
pany in volu ntary liquidation. 
Directors have appointed a 
prominent company receiver, 
Mr Richard GreHman of Feat 
Marwick Hongerfords, as 


financial adviser. Mr C reHman 
mM today his responsi- 

bilities would be to prepare 
asset disposals, advise on oper- 
ational matters «nri maintain a 
close working relationship 
with Hooker’s lenders. 

Hooker is scheduled to hold 
a creditors’ meeting today to 
discuss a moratorium proposal 
which would guarantee to 
leave debt funding in place far 
at feast a year. 

Mr Grellman said his 
appointment showed the 
Hooker board’s determination 
to restore the company to 
fi n a n cial stability through the 
controlled sale of assets. The 
company has pledged to sell 
most non-core assets, in cluding 
its ambitious retail develop- 
ments in the US. 


Valeo buys into Transturk units 

By Jtan Bodgener In Ankara 

VALEO, the French car parts 
manufacturer, has bought 51 
per cent of two subsidiaries of 
Transturk Holding, Bursa- 
based Fren DebriyqJ and Istan- 
bul-based Transturk Otomotiv. 

The price has not been dis- 
closed, but Valeo has under- 
taken as part of the transac- 
tion to invest TL6bn ($L8an) to 
expand production and intro- 


duce know-how, new technol- 
ogy and marketing support 
Valeo decided to invest in 
Turkey to take advantage of its 
cheap labour, company offi- 
cials said. Fren-Debriyaj pro- 
duces braking sys te ms, under 
licence from Bendix, and 
clutches, under licence 
from Valeo, with a turnover 
of TL40bn ($19 ,3m). 


Sparhankernas Bank 

(Swedbank) 

Japanese Ten 

10 , 000 , 000,000 

Floating Rate Notes due 1993 

For the period 21* June 1989 
to 31 * December 3989 
tbe rate has ban fisadat 6.72% 
par cent per annum and interest 
payable 21st December 1989 
for Coupon No. 3 will be 
Yen 2.867.836 
per Yen 100,000,000. 

Tlio Industrial Bank of Japan, Ltd. 
Agent Bank 


Nazionale 
’Agricottura S.pJV. 

(foaxjxxared with Smiled liability u\ 
the HtpubBe of Italy) 

London Bnadb 

(a licensed depcsil-Liker) 

ECU 100,000,000 
Floating Rate DepoMary 
Receipts dne 1903 

Notice Is hereby given that the 
Rate of Interest has been fixed 
at 916% far the interest 
period 22* June, 1989 to 
21* December, 1989. 

The Interest amount payi&fe 
on 21* December, 1989 will 
be ECU 482-92 in respect of 
cedi receipt for ECU 10£OQ 
and ECU 241 -46 in respect of 
each receipt for ECU 5,000. 


i hoped* 
lot 

Agent Bank 
19th June. 1989 


U.S. $150,000,000 

Republic NewYoik 
Corporation 

Floating Rate Subordinated 
Capital Nates due 2009 

Notice is hereby given that in 
respect of the Interest Period hem 
June 21 , 1989 10 September 21. 
1989 the Notes wfll carry an Interest 
Rata of per annum. The 

coupon amount payable on 
September 21, 1989 win be U.S. 
$244.38 per U.S. $10,000 Note. 

By: The Chan Msfcattaa Bantu JL 
UmAm, Age* Bank 
June 21,1989 
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£150,000,000 


£11*500,000 


Kate Notes 
March 2021 

Iwthe^n»t period 20* June, 

1989 to 20lh September, 1989 the 
Claas A Mores wffl bear atterett 
* 14.2625% per annum. Interest 
payable on 20tii September, 1989 wffl 
amonat to 0^94.93 pa- £100 JXX) 
Note. The Oxs g Notes win bear 

interest at 14.9625% per annum, 
tatoon ipayabte on 20ih September, 

wffl amount to £433,707.53 per 
til JUODOO Principal Amount 
ouhtandif. 

Agm Baste 

Treat 

Company of New York 
Irtndon 





I 



FINANCIAL TIMES WEDNESDAY JUNE 21 1989 


29 


INTERNATIONAL COMPANIES AND FINANCE 


Lotus begins shipments of 
much-delayed spreadsheet 


By Louisa Kohoa In San Francisco 


AFTER 18 months of delays. 
Lotos Development, the lead* 
ing US personal computer soft 
ware publisher, has begun 
shipments of "Release 3," a 
new version of the best-eelling 
Lotus 1-2-3 spreadsheet pro- 
gram. 

Hr Am P. Mansi, die com- 
pany’s 37-year-old chairman, 
r pttffo the annonncemen t at 
Lotus’ annual meeting in Bos- 
ton yesterday. 

The embarrassing delays 
have damaged Lotus' credibil- 
ity and allowed competitors to 
gain market share at Lotos’ 


The new progmrn is seen as 
critical to Lotos' ability to 
retain ita market leadership. 

“We have come through a 
very tough period, and I 
believe we have proved our 
mettle * said Mr Mansi yester- 
day as the company showed a 
television transmission from 
ita manufacturing centre in 
Cambridge, Massachusetts 
with bases of Release 3 rolling 
off an assembly Hw amt being 
packed Car shipment to costam- 
era . 

A principle feature of the 
new program Is the ability to 
ita in three dimen- 


sions rather than the usual 
two-dimensional spreadsheet 
grids. 

This, for example, might 
allow a min* manager to amt 

lyse sales of a product in sev- 
eral different regions over a 
specified period of time. 

Although generally well 
received. Lotos' new product 
introduction comes as con- 
cerns are growing about a 
broad slowdown in the US per- 
sonal computer market. 

Software distributors are 
overstocked, and have cut back 
orders, according to industry 

executives. 


Tyson lifts 
Holly 
Farms bid 

By Deborah Hargreaves 

in Chicago 

TYSON FOODS has increased 
its bid for its fellow US chicken 
processor. Holly Farms, to 870 
a share, or a total of $L29bn. 

Tyson’s higher offer is Hie 
latest salvo in an eight-month 
battle to acquire Holly and foL 
lows Holly's recent auction of 
itself, where ConAgra, the big 
flour mflUim 1 camnanv. agreed, 
a stock-swap deal valued at 

flir ninri yi 

Holly's shareholders are due 
to vote at a special meeting in 
late July on the ConAgra 
merger which Holly's board 
has accepted. However, the 
stockholders rejected a previ- 
ous deal between Holly and 
ConAgra in favour of an aQ- 
cash bid from Tyson 

Tyson says it has funding 
arranged for the tender offer, 
although the purchase would 
load the company with debt 
Tyson has appealed to a court 
in Delaware to remove Holly’s 
poison mil measure. 

*, Last week, a Delaware judge 
refused to stop ConAgra' s 
merger agreement, even 
though he conceded that Hal- 
ly's board had been unfair to 
Tyson in its Holly's 

board has 10 days to respond to 
Tyson's bid, hid, like previous 
hostile offers from Tyson, it is 
not expected to accept Tyson 
says it is prepared to challenge 
Eoliy in court 


La Generate sets price 
of share sale at BFr3, 


By David Buchan in Brussels 

SOCIETE Generate de 
Belgique, the holding com- 
pany, announced yesterday 
that it will price the public sale . 
of 7m of its shares lata: this 
month at BFr3,000 each, a ' 
three-for-two stock split 

The price is at the lower end 
of the BFr2,SOO to BFrS^OO 
range announced by La Gener- 
ate last week, and is deariy 
designed to stimulate individ- 
ual investors' interest in the 
giant bolding company, whose 
ownership ended almost 
entirely in the hands of big 
institutions in last year’s fi g ht 
for control of the company. 

The sate will put on the mar- 
ket the 11 per cent stake in La 
G€ iterate held by Sodinvest 


which is owned jointly by 
Compagnie Financtere de Suez, 
the French investment hank , 
and the Belgian AG insurance 
group. 

They will still retain major- 
ity ownership of la Generate, 
but will be able to ease their 
financial position with the 
BFr21bn ($507m) proceeds from 
the s ate- 

Vlscount Etienne Davignon, 
La G&terate president, stressed 
yesterday to shareholders at 
the company's annual general 
meeting, the stable nature of 
the majority holding by the 
Sues-AG shareholders and 
thair wiHingnaaa not to inter- 
fere til the day-today T unning 
of the company. 


S-E Banken 12% ahead 


By David Bartal in Stockholm 

S-E BANKEN, Sweden’s 
leading commercial bank, 
reported a 128 per cent rise in 
parent company operating 
profit to SKrl.lSbn ($lG9.4m) 
for the first four nuwthg 

The banking group as a 
whole, which jnehni«« interna- 
tional branches, reported an 
LL9 per cent profit boost to 
SKrl86bn. 

Interest income for Hie group 
rose by 7 per cent to SKigJhn. 
Loans in Swedish krone 
increased by 11 per cent to 
SKrOStShn. while loans in for- 


eign currencies climbed by 48 
per cent to SKr8&6bn. 

The marked increase in cur- 
rency loans was the main rea- 
son for a 88 per emit increase 
in volume, but margins on 
interest income have been 
reduced, the bank said. 

Group costs increased fay 13 
per cent to SKrLSbn. Profit per 
share in S-E Rank«n increased 
to SKr9.46 compared with 
RirriUH a year earlier. 

The h ank forecast pro fits In 
I9B9 would exceed 1988 group 
operating profit of SKrifflte. 



Mkhai Franpris-Poncet 


forecasts 
20% rise 

By George Graham 

in Paris 

PARIBAS, the French 
investment hawking group, 
expect s a 80 per cent increase 
in net profits this year to at 
least FFr&Jbn (8478m). 

Mr Michel Franfots-Foncet, 
rhakmwn, told financial ana- 
lysts in Paris yesterday that 
wp*. wtwning K per share should 
rise by at least 15 per cent to 
FFr57, with no dilution 
whether or not the group’s 

mrtwfamdtii g wr rm k are 

clsed summer. 

The group estimates that its 
net asset value, calculated to 

failw a wonut rf nnw»ali«w< mw 

ital gains, amounted to 
EFr3&2bn or FFr670 per share 
by the end of May, already up 

10 per coat from the end of 
1988 and 48 per cent from the 
aid of 1987. 

Mr Franpafs-Foncet said Par- 
ibas Intended to develop an 
open g roup of shareholders. At 
the moment, 88 leading insti- 
tutions, 15 of them French «w«d 

11 foreign, held 45 per cent of 
the oouroanv*s capital, he said, 
adding that other investors 
might jnfa Hifa i-h t-j o, includ- 
ing the Ferruzzl group from 
Italy, which announced yester- 
day that It has taken a LSper 
cent stake in Paribas. 

Mr Francois- Poucet said that 
Paribas did not plan to protect 
its capital f rom hnatite take- 
over by IfmWng voting rights, 
as Conpaguie G&terate iFElec- 
tzicite (CGEX another French 
group privatised by the last 
Go ve r nm ent, intends to do. 

Paribas’s Netherlands sub- 
sidiary, completely restruc- 
tured over the last six months, 
should r e turn a small profit 
after FFr83. 5m of losses in 
1988, while the German sub- 
sidiary «lmnM al«n produce a 
modest profit. 


Stet to pay L28.9bn for 
40% of GEIS Italian unit 


By Alan Fried man in Milan 

STET, THE Italian telecom- 
munications company that Is 
controlled by the HU state 
holding group, is paying 

L28.9bn ($20-lm) to buy 40 per 

cent of the I talian subsidiary of 
GE information Services 
(GEIS), the value-added net- 
work services arm of General 
Electric of the US. 

The share deal is part of a 
joint venture that will call ter 
the US group to offer technol- 
ogy and know-how in return 
for expanded access to the Ital- 
ian market. 

Although much amaiipr in 
scale than the recently 
annou nced alliance between 
STET and American Telephone 
& Telegraph (AT&T) in the 
teleramnumipaHrinfl sector, the 
deal marks the second time 
this month that the Italian 


state company has chosen an 
American corporate partner in 
order to develop its technology 
and sales. 

The Italian subsidiary of 
GEIS bad 1S88 turnover of 
L44bn and the price paid by 
STET for its 40 per cent stake 
places a theoretical value on 
flRifi Italia of more than ten 
times last year's net earnings 
of L7bn. 

The alliance with STET is 
the third international joint 
venture for GEIS. following 
previous agreements with ICL 
in the UK and Dentsu in 
Japan. At the operative level in 
Italy. GEIS wi ll co-operate with 
SEAT, STETs telephone direc- 
tory and value-added informa- 
tion services division. 

Mr James McNerney. presi- 
dent of GEIS, he saw the 


Italian venture as part of his 
company’s strategy ahead of 
Hie opening of Europe’s single 
mar ket in 1993. Mr McNerney 
forecast “a very aggressive" 
investment programme that 
will Include the establishment 
of a new “supercentre" data 
processing facility in Italy. 

Mr Giuliano Graziosi. man- 
aging director of STET. said 
the alliance with GEIS was 
part of his overall strategy of 
developing value-added and 
highly specialised services. Mr 
Graziosi also pointed ont that 
one of the reason s for the 
accord was that for STET the 
cost of investing on Its own in 
the kind of software needed in 
the value-added sector would 
have been prohibitive. 

GEIS has been present in 
Italy since 1988. 


LIN Broadcasting rejects offer 


By Karen Zagor in New York 

LIN BROADCASTING, a small 
company with valuable cellu- 
lar telephone licences in five of 
the 10 biggest US cities, yester- 
day rejected a takeover bid of 
$130 a share, worth $585bn, 
from McCaw Cellular Commu- 
nications, the largest indepen- 
dent US cellular telephone 
company. 

The stage may now be set for 
a full auction of LIN, which 
has entered discussions with 
several possible suitors. 

Me Caw '8 bid was turned 
down on the grounds that it 
undervalued the New York- 
company. 

UN’s Wnanrfjii adviser, Was- 


serstein Perella, that the 
offer was not In the best inter- 
ests of the company's share- 
holders, other than McCaw and 
its affiliates. McCaw is partly 
owned by the UK telephone 
company British Telecom. 

Snares In LIN jumped $2% to 
$125% at mid-day in national 
over-the-counter trading in the 
US. 

In a filing with the SEC yes- 
terday, LIN said it was meeting 
other parties which had previ- 
ously expressed an interest in 
acquiring it. The company 
would not name the potential 
bidders, but these are thought 
to include GTE, other phone 


companies and several regional 
Bell operating companies, 
inniintiHg Pacific Telesis, Bell 
South, Southwestern Bell and 
US West. 

LIN said it is considering all 
alternatives including remain- 
ing independent, recapitalising 
or selling the company. 

It added that it would con- 
tinue its previously announced 
spin-off of its seven television 
stations, which are wortb 
about sibn. 

A special dividend to stock- 
holders is also being consid- 
ered, as is the acquisition of 
other cellular assets, perhaps 
on a tax-free basis. 


Piaggio and Kolbenschmid In venture 

By John Wytos in Rome 


ITALY’S Piaggio group of 
motor scooter feme has joined 
forces with West Germany’s 
Kolbenschmid to set up a 
vehicle components joint ven- 
ture with manufacturing bases 
in Italy and France. 

The agreement will bring 
together Piaggio’ s subsidiary, 
Piaggio Adriatica, which speci- 
alises in water pumps, with 
Sodete MoseHane de Mecani- 
que, which Kolbenschmid 
recently acquired from Ren- 


ault. The new company's 
plants are based at ThiozxvUle 
in France and Atessa in Italy, 
jointly employing 750 people 
with Ll45bn ($101m) turnover 
forecast for 1990. 

The two joint owners aim to 
broaden the product range 
from water and ail pumps to 
include other engine compo- 
nents. Kolbenschmid, a subsid- 
iary of Metal gesellscbaft, the 
West German mataia and min- 
ing group, mannfai J are a pis- 


tons, engine blocks and 
steering mechanisms. It had 
DMI.lbn (8556m) total sales 
last year. 

The agreement is a key de- 
ment in the internationalisa- 
tion strategy prescribed for 
Piaggio by Mr Gustavo Dene- 
gri, the group’s president, since 
he took over from Mr Umberto 
Agnelli a year ago. Piaggio's 
1988 turnover was LL200bn. It 
is committing assets valued at 
L85bn to Hie joint venture. 


Vectra 
launch helps 
Ope! boost 


T f 

By Haig Slmcnian 
in Russelsheim 


3 % 


ADAM OPEL, the West 
German subsidiary of General 
Motors of the US, -h*.s 
reinforced its return to profit- 
ability first indicated in U*S7 
with a rise in turnover. crJt 
sales and profits for tyfeS and 
an up-beat forecast for she cur- 
rent year. 

Group profits jumped 5-3 per 
cent to DMSOLSm (C255.3m)in 
1988, while sales increased 1.6 
per cent to DMl".5bn. Produc- 
tion, including partly-assem- 
bled models, rose by 1 per cent 
to 1.19m units. 

Earnings are likely to be 
even stronger this year, said 
Mr Louis Hughes, Opal’s chief 
executive since April 1. Refus- 
ing to give any specific profits 
forecasts, he said'. "In any 
event, they vail be higher, bow 
much higher we don't know." 

However. Opel's earnings 
surge in the past two years 
means it has now used up its 
accumulated tax losses. It is 
therefore likeiy to incur Ger- 
man corporate tax this year, 
and may also pay a dividend to 
its parent. 

Indeed, the strength of last 
year's recovery is partly hid- 
den by a DM2S9m charge for 
additional pension contribu- 
tions, which had previously 
been met by a charitable foun- 
dation linked to the Opel fam- 
ily. 

A further charge of around 
DM80m to DMSOm will be made 
this year for the pensions to be 
fully-funded. 

Thereafter, the additional 
pension burden is likeiy to cost 
the group around DMllSm a 
year, based on present actuar- 
ial estimates. 

Much of last year’s sales and 
earnings boost came from the 
new mid-sized Vectra model 
(known as the Cavalier in the 
UK), which was introduced in 
Germany in October. 

The company produced 
50,730 Vectras, along with 
almost 90,000 of its predecessor 
last year, and plans to make 
about 400,000 Vectras in 1989. 

Heavy demand means deliv- 
ery dates for Vectras are now 
around Christmas. Ope! is try- 
ing to meet the gap by addi- 
tional shifts, which should 
allow an increase from 1,050 to 
L350 vehicles a day. 
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in DM mil Knag 45,735 


Total assets 


44,895 


Claims on customers 
of which: long term 
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Securities 

Transmitted bans 
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23,425 

22,996 

11.558 

2,656 

6fi59 


DSL-fionds outstanding 

Liabil i ties to banks 
Liabilities to other customers 

Liable capital 
(uefjtmr 7,1999) 


23,533 

11,024 

1,995 

663 


The DSL Bank had another 
successful year in 1988: Total 
expanded to DM 44.9 bilfiou. 
New loan commitments totalled 
DM 5.7 billion and the Bank 
borrowed DM UX2 biffioo in the 


capital and motwv markets. In order 
to further expand and intensify our 
international activities, during 
the 1988 business year wc established 
the DSL Bank Luxembourg S. A 
pnd aim opened a branch in Luxem- 


bourg. This enables tu to provide 
our customers and business partners 
■iili additional banking products 
and services. Doing business with us 
enhance onr clients’ prospects 
for continued success, and mil's too. 


DSL/ Bank 


DSLBmk,HeaJOgice:D- 5300 B<nm 2 ,Ktnmedyallrr 62-70, 1kL(228)889-QBmmka:Brrlui, DusstUorfi Frankfurt. Hamburg, Miuurh, Sluitgart, Laxrmbvurg. 
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By David Buchan in Brussels 

AT LAST Sabena has found 
not one co-pilot, but two to 
help it navigate the potentially 
turbulent waves of air trans- 
port liberalisation in the 1990s. 

Mr Carlos van Rafelghem, 
chairman of the Belgian car- 
rier, ended months of specula- 
tion yesterday when he 
announced an agreement 
whereby British Airways and 
KLM would each take a 20 per 
cent stake in a new Sabena 
subsidiary called Sabena World 
Airlines. 

He said that the deal would 
be submitted to the directors of 
the three airlines, Govern- 
ments of the three countries 
concerned and the European 
Commission next month, and 
the new airline hoped to start 
flying next January. 

Sabena has been in the mar- 
riage market for some time, 
believing that only a link with 
a foreign carrier or carriers 
would end its problems. 

Sabena 's difficulties have 
been: as a medium-sized air- 
line, trying to maintain its 
position in the increasingly 
competitive European air 
transport sector; the relative 
under-use of a potentially very 
valuable hub in Brussels; and 
low profitability. 

Ironically, yesterday Mr van 
Rafelghem was able to 
announce increased net profits 


for 1988 of BFr334.7m ($S.05ffl). 
up from BFr70m the year 
before. Tbe improvement, he 
said, was chiefly due to a 
strengthening of Sabena's 
European passenger network, 
helped by the commissioning 
of four Boeing 737-300s, and a 
tumround in the freight sector. 

The airline carried 17 per 
cent more cargo in 1988 than 
the year before, mainly due to 
its deal with DHL and Express 
Mail Service to set up a rapid 
air mail service between Brus- 
sels and New York. 

But the Sabena management 
is evidently looking beyond 
one year's recovery to future 
deregulation of European air 
transport. As Mr van 
Rafelghem said the prospect is 
of “spectacular growth in the 
coining years," especially in 
Brussels which he dubbed "the 
capital of Europe.” 

Sabena, which is 53 per cent 
state-owned, feared that the 
business might go to bigger 
carriers if it did not first join 
hands with them. 

The plan is for Sabena World 
Airlines to take over all pas- 
senger, cargo and mail carry- 
ing activities of the existing 
Sabena airline, though it will 
not own aircraft These will be 
leased from the parent Sabena 
group (which has 28 aircraft 
operating and a further 20 on 


order), and presumably from 
BA and KLM. 

Sabena hopes to gain added 
clout in the market, apparently 
through a reservation system 
more integrated with those of 
its new partners. Sabena offi- 
cials say that the latter can 
expect to see an increased 
cumber of their flights to and 
from Brussels, 

Tbe new deal has to be sub- 
mitted to the European Com- 
mission’s competition authori- 
ties. Mr van Rafelghem 
stressed that "the joint partici- 
pation will in no way alter the 
autonomous market behaviour 
of any of three airlines which 
will remain fully independent 
and in competition.” 

He said there was no ques- 
tion of cross-shareholdings 
between the three airlines 
themselves. Sabena World Air- 
lines should have a separate 
identity, he said. 

-Sir Leon Brittan, the EC 
competition commissioner, has 
warned that he will take a 
tougher line on airiira* mergers 
than the US regulatory author- 
ities have done during air 
transport deregulation on the 
other side of the Atlantic. 

But he also has indicated 
that he is more concerned 
about concentrations within a 
single EC state than abont 
cross-border link-ups. 
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By Michael Donne, Aerospace Correspondent 


for world growth 


By Laura Raun in Amsterdam 

KLM ROYAL Dutch Airlines is 
flying high with ambitious 
plans to expand around the 
globe, perhaps becoming 
Europe's most international 
airline. 

Yesterday a deal between the 
Dutch airline, involving British 
Airways, and the Belgian 
Sabena was confirmed. This 
follows the acceptance on Mon- 
day of a $3.65bn offer by an 
international consortium, 
including KLM. for NWA. the 
parent of Northwest Airlines, 
the fourth largest carrier in the 
US. 

These plans are designed to 
brace KLM for increasing com- 
petition from US and Asian air- 
lines and for price erosion in 
the wake of "open skies” dere- 
gulation policies. 

ELM'S profits may soon feel 


the pressure of increasing 
taxes, higher interest pay- 
ments and lower book profits 
from aircraft sales. 

Northwest, with its le 
position on Pacific routes, 
complement KLM’s strength on 
North Atlantic routes. North- 
west’s freight activities are 
also considered attractive to 
KLM. which has been building 
up its own freight operations. 

And ELM has been talking 
for some time to Sabena, which 
will help to strengthen the 
Dutch airline’s European and 
intercontinental flight 
routes. 

KLM is 39 per cent owned by 
the Dutch Government. It was 
founded in 1919 and is one of 
the oldest airlines in tbe world. 
With profits of F1314m on turn- 
over of Fl5.58bn ($2.49bn), it is 


Europe's fourth largest air car- 
rier. 

It has cultivated a reputation 
far hi g h quality and punctual- 
ity - although there are signs 
of slippage. Because it has a 
small home market it concen- 
trates on international routes, 
building up strength on North 
Atlantic routes. 

Mr J.F. de Soet, president-di- 
rector of the company, said in 
April that KLM was looking for 
a "strong” US partner to tap 
the huge American market. In 
the past talks with American 
Airlines fen through. 

ELM is investing to modern- 
ise its aircraft fleet. Some 55 
aircraft are owned and 24 
leased, and efforts are under- 
way to increase the number of 
Boeing aircraft it has in its 
fleet 


THE LINK being created as 
British Airways and KLM each 
take 20 per cent stakes in 
Sabena World Airlines will 
create a new force in interna- 
tional air transport, rivalling 
some of the biggest US airlines 
in size. 

BA acquired 100 per cent of 
British Caledonian last year, 
and has also built up a 40 per 
cent stake in The Pliznsoll Line 
(TPL), which owns the two UK 
regional airlines, Brymon and 
Birmingham Executive. How- 
ever, the deal with Sabena rep- 
resents BA’s first successful 
acquisition overseas. 

It follows other Interna- 
tional airline deals such as the 
purchase by Scandinavian Air- 
lines System of a 25 per cent 
stake in Airlines of Britain 
HaWinga (which includes Brit- 
ish Midland), and the current 
International Leisure Group 
(Air Europe) campaign to cre- 
ate a network of short-haul 
airlines throughout Europe. 

In the International Air 
Transport Association's rank- 
ings for 1988, British Airways 
stood first in terms of interna- 
tional scheduled passengers 
carried with 22 Jim (including 
the former British Caledonian 
traffic), while KT.m stood 
eighth with just under 6.2m 
passe ngers, and Sabena 22nd 
with just over 2^m (see chart). 

In terms of total scheduled 
passengers carried, however, 
BA was ranked sixth - after 
the giant US operators Ameri- 
can, United, Continental, East- 
mu and Trans World - while 
KLM stood at number 25 and 
Sabena at 47. 

Although the three alrlinga 
In the new association will 
continue to compete, collec- 
tively their power will be con- 
siderable, for both BA and 


KLM will have seats on the 
Sabena board and so be able to 
influence policy. 

In 1988 the three airlines 
carried a total of over 31.3m 
scheduled passengers, which 
would have ranked them fifth 
in the IATA list, just ahead of 
Trans World. 

Sabena will benefit from the 
link with the two successful 
airHngg, BA and klm, espe- 
cially from what is called 
“interlining," whereby passen- 
gers from one member of the 
group can be fed into the oth- 
ers’ networks. 

BA will gain an important 
foothold in the Continental 
airline industry, giving it a 
new “hub" on the Continent 
and providing ai^Hjqnal air - 
port capacity in Brussels. 

The deal also ensures that 
the predatory aspirations of 
some of the big US airlines, 
which have been seeking the 
same foothold and have been 
eyeing Sabena, have been kept 
at bay - at least for now. 

BA has- been concerned 
abont this, and abont the 
increasing power of the US air- 
lines in other world markets. 
For this reason it sought, 
unsuccessfully, to acquire an 
interest in Air New 7jmi*nd. 

BA has also been meticulous 
in arranging marketing deals 
of its own, and in buying 
stakes in the growing com- 
puter reservations systems. In 
addition to holding a stake in 
the Galileo international CBS 
consortium, BA has a stake in 
Co via, the computer reserva- 
tion arm of United of the US. 

The Sabena deal represents 
BA's first important move in 
acquiring stakes in interna- 
tional airihwK, bet the search 
is continuing, and other deals 
are likely to follow. 


Checchi makes one of 
his connections at NWA 

Roderick Oram meets a fast-moving airline buyer 


F lush with his first $50m, 
37-year-old A1 Checchi 
arrived in Beverly Hills 
in 1986, a little-known man 
intent on making his mark in 
southern California. Nine 
months later he was the cover 
story in the Los Angeles Times 
Sunday m agazine . 

Nobody had heard of him in 
Mlnneapoli£-St Paul either, 
imtfi two months ago when he 
bid for one of the twin cities’ 
largest businesses - NWA, 
parent company of Northwest 
Airlines, a US carrier with an 
enviable share of trans- Pacific 
traffic. 

After a swift auction, NWA’s 
board has chosen an investor 
group led by Mr Checchi to 
take tbe company private in a 


‘My wife and I pride 
ourselves on our 
principle interest 
of forming 
relationships — 
often quickly and 
many in great depth 9 


3&65bn deal Analysts give the 
$i gi a share offer a reasonable 
rfwnftfl of Hearing the market 
and regulatory hurdles by the 
September 18 deadline imposed 
by NWA. 

Mr Checchi attributes his 
fast ascent to his business 
background and to personality. 
“My wife and I pride ourselves 
on our principle interest of 
forming relationships - often 
quickly and many in great 
depth,” he said yesterday. 

Networking is an American 
passion and Mr Checchi is a 
master at it In business. Dem- 
ocratic party fund raising, civic 
affairs and social life, one con- 
nection has led swiftly to 
another. Within months of 
meeting Mr John Elliott chair- 
man of Elders IXL of Australia, 
at the 1988 Winter Olympics, 
"we became close personal 
friends mid secondly developed 
a business relationship," Mr 
Checchi said in a newspaper 
interview yesterday. 

Elders is putting up some of 
the $700m equity for the Chec- 
chi bid while the largest chunk 
- reportedly $400m - is com- 


ing from KLM Royal Dutch 
Airlines in a swiftly formed 
alliance. 

Federal law prohibits foreign 
investors from holding more 
than 35 per cent of a US air- 
line’s voting shares, or exert- 
ing any control over it. KLM 
wul pass the first test by, for 
example, holding non voting 
preferred stock. But the size of 
its investment is raising ques- 
tions about the influence it will 
have over NWA. 

"Tbe strategic alliance with 
kt.m affords abundant oppor- 
tunities” in the trans-Atlantic 
market, Mr Checchi says, in 
passengers and freight. 

NWA urgently needs his 
^trills at forging relationships, 
analysts say. Its pilots and 
machinists have been at odds 
with management, led by Mr 
Steven Rothmeier, for years. 

Problems worsened after 
NWA took over Republic Air- 
lines In 1986. A troublesome 
melding of the airlines left 
NWA with the worst com- 
plaints record in tbe industry 

and the nickname Northworst. 

Tfae company has progressed 
since then but pilots are still 
working without contracts, 
some of which expired in 1386. 
Fart of the trouble is Mr Roth- 
meier himself- He has a reputa- 
tion in the industry second 
only to Mr Frank Lorenzo of 
Texas Air for being aloof, auto- 
cratic and difficult. 

Under the takeover plans, 
Mr Rothmeler will stay on as 
chief executive of NWA. “I 
think Mr Rothmeler is a tre- 
mendous executive,” Mr Chec- 
chi says. 

“The company's s tr a tegy is 
pretty well laid out and the 
route system has terrific 
growth potential and the man - 
agement had great foresight to 
order new aircraft early. 

“I see myself as chief cheer- 
leader for file company, reach- 
ing out to the employees and 
helping to Integrate them bet- 
ter,” he adds. 

Besides building bridges 
within toe company and out- 
side, Mr Checchi also intends 
to have a leading financial 
role, a discipline which made 
his reputation and fortune at 
an early age. 

Mr Checchi grew up in a 
Washington suburb. After Har- 
vard Business School he was 
hired for a job at Marriott by 


Mr Gary Wilson, its chief 
financial officer who had 
worked for Mr Checchi’s uncle. 
Mr Wilson later served on the 
NWA board and put in a good 
word for Mr Checchi. 

Mr Wilson and Mr Checchi 
developed the innovative real 
estate financing programmes 
that fuelled Marriott's rapid 
growth in tbe fate 1970s and 
early 1980s to become the 
world’s largest hotel. 

Through the real estate ven- 
tures. Mr Checchi met Mr Rich- 
ard Rainwater, a trusted asso- 
ciate of the wealthy Bass 
brothers of Texas. From Mar- 
riott, Mr Checchi went to work 
for the Basses. 

Though he had made a small 
fortune estimated at $50m in 

*1 see myself as 
chief cheerleader 
for the company, 
reaching out to the 
employees and 
helping to integrate 
them better 9 


Us work for the Basses, friends 
and associates say that Mr 
Checchi was keen to move on 
to his own projects. He and his 
family moved to Beverly Hills 
in June 1986. Introductions 
from the people such as the 
Basses paved their way as the 
Checchis plunged into charity 
and civic activities. 

Mr Checchi also tried to 
crack the Democratic political 
process but he was reportedly 
turned off by being branded as 
a rich fund raiser. Politicians 
quoted in the Los Angeles 
Times said he expected to 
vault into a senior Government 
position without paying his 
political dues. 

The tantalising question for 
airline watchers is whether 
there is room In NWA for Mr 
Rothmeier and Mr Checchi, 
who says: “Frankly, I don't see 
issues of ego involved at alL" 

Judging by his career so far, 
Mr Checchi will quickly suss 
out tiie situation. As Mr Bob- 
Strauss, a renowned Democrat 
power broker, said of his foray 
into politics; "The son of a 
bitch is smart. Hell adapt,” 
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Annua I General Meeting of 7 june 1989, 

The 1988 acquisition of a majority interest in the capital of Honeywell Bull Inc,, alongside minority 
shareholders Honeywell Inc. and NEC Coqx, represents a significant milestone in Bull's development as a world- 
wide supplier of information systems. The USAtased company, renamed Buff HN Information Systems Inc., has adopted 
the Buff trademark and signature Sharing a single market vision and strategy with Buff SA„ the acquisition of Bull 
HN gives the Groupe Buff corporate family new scope and scale. With consolidated revenue exceeding FF 31 £ 
billion ($ 5,3 billion), Groupe Buff is now the leading European-based supplier of information systems and ranks 
among the top ten suppliers worldwide. The new relationship culminates twenty-five years of cooperation between 
Buff SA. and Buff HN. 

Each successive year confirms the validity of the broad strategic direction we chose more than five years 
ago. Our customers want communicative information systems - open, coherent, distributed and flexible. Today off 
suppliers must provide systems which enable companies to fully profit horn the wealth of information available to 
them. Today's market requires efficient, transparent, interlocking networks to interconnect mufti-function systems servers 
and workstations. 

J° meet tf” 5 challenge we intend to be a world leader in networking and communications. We will work 
in partnership with our customers to help them conceive network architectures, minimize communication costs, design 
cabling systems, operate information systems, take advantage of new services and efficiently connect with public 
networks. H 

Worldwide, we are now 45,000 strong, sharing the same strategy. Our roots in both Europe and North 
Amenca constitute a considerable advantage for our customers. Our experience in the American market guaran- 
tees the quality and worldwide competitiveness of our products and services. Our strength in Europe, the source 
of three-quarters of our total revenue makes Buff the supplier of choice for off those seeking to thrive within the 
unified European market of T993. Thanks to our cooperation with NEC Carp, of Japan, we are able to offer very 
powerful central processing units incorporating the world's most advanced technology. ' 

1988 was not only a year of transformation, it was also a year of renewed growth, following a slaw- 
down in 1987. Consolidated revenues grew by almost 6% as the impact of restructuring in the United States was 
offset by substantial growth in Europe and the rest of the world. Over the course of 1988, our technical and human 
resources were strengthened. Our international culture has enhanced our ability to listen to our customers to take 
diversity into account, and to remain open. Even more than in the past, we are ready to achieve our goal - to form 
a winning team with our customers. ' 







JACQUES STERN, Chairmen and Chief 
Executive Officer of CMB 


The 1988 Annual Report is available upon request from: J.-M. PINEL 
Direction de la Communication 121, avenue AAalakoff 75116 Paris. 
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INTERNATIONAL CAPITAL MARKETS 




German stock exchanges 
criticise turnover tax 


By Haltf Sfanonlan in Frankfurt 


WEST GERMANY'S stock ex* 
changes have 'welcomed last 
week’s parliamentary approval 
for the country's new stock 
exchange law, which shrmifl 
come into force cm August L 
However, they issued a power- 
ful call for the nrgent abolition 
of the stock exchange turnover 

BurnpftBff PnnnHni centres. 

At its annual -press confer- 
ence this week, the Federation 
of German Stock Exchanges 
appealed to Mr Theo Waigel, 
the new Federal Finance Minis- 
ter, to bring forward the aboli- 
tion of the tax.. Speaking 
recently, Mr Waigel merely 
said that be thought the tax, 
which contributed DH451m 
figgftm) to the German Exche- 
quer in 1987, would be repealed 
before 1993. 

The stock exchanges also 
expressed disappointment at 


Ecu borrowing 
set for Italian 
loan institution 

By Norma Cohen 

CREDITO FOND AMO, an 
Italian medium-term mortgage 
institution, has mandated 
Banco dl Roma to arrange for 
it an EculOOm 10-year term 
loan. 

Amortisation of principal 
begins within the first year, 
giving the loan an average Ufa 
of six years. Margins for the 
first five years are 20 basis 
points, rising to 25 basis points 
for years six through to 10. 

Fees start at 14 basis points 
for banlrw lmfli ng Rmfim fall- 
ing to 11 basis points and 
finally to eight for banks with 
smaller participations. There is 
also a 10 h at** paint commit- 
ment fee. 


the Government's decision to 
postpone the Introduction of 
new rules liberalising the 
investment rules governing 
insurance companies until 
after the next general elec- 
tions. 

However, Mr Gemot Ernst, 
president of the members of 
tie federation and a partner in 
Delbruck, the West Berlin- 
based private bank, made dear 
that Germany's bourses were 
now willing to go along with a 
new legally based ban on 
insider trading. 

The German Government 
has came muter some pressure 
bom its partners in tine Euro- 
pean flnmw m nlty to introduce 
such a ruling, as Germany is 
now the only tending member 
state still to have a voluntary 
anti-insider code. 

“Germany’s bourses can live 
with a legally based ruling,’* 
said Mr Ernst. However, he 


criticised the current guide- 
lines on the grounds that they 
drew too wide a definition of 
who might be cangfat within 
the insider trading net Accord- 
ing to Mr Ernst the guidelines 
are in need of modification, 
particularly to distinguish 
more dearly between "pri- 
mary” and “secondary” insid- 
ers. 

The new stock exchange law, 
which win also open the way 
to the Deutsche TerminbQrse 
(DTB), Germany's new finan- 
cial futures and options 
exchange, may also have an 
influence on the way shares 
are traded in Germany. 

Mr Heinz Kramer, a general 
manager at Dresdner Bank, 
said he thought trading on the 
bourse should be extended to 
at least six hours from the 
present two to provide a steady 
st ream of prices to the DTB for 
its equity options. 


US mortgage securities 
fund attracts Japanese 


By Janet Bush in New York 

A FUND investing primarily in 
US mortgage-related securities 
has been laimrteii by Black- 
stone Financial Management, 
an arm of the Blackstone 
investment banking boutique, 
and placed mostly with Japa- 
nese institutional investote. 

The fond is «»ti«i the Black- 
stone Fund for Fannie Mae 
Mortgage Securities. Acting as 
agents, Salomon Brothers and 
Goldman Rarfm have privately 
placed interests in tne fond 
totalling $570m. 

According to all parties 
involved, this is the largest 
fond investing primarily in US 
mortgage-related securities 
ever offered outside the US. 
“The successful of feri n g of the 


fond is an important step 
towards attracting a broader 
pool of International capital to 
the US mortgage securities 
markets," the companies said. 

The Blackstone Fond is the 
first to bear Fannie Mae’s 
name and to invest substan- 
tially all its assets in Fannie 
iftwt mortgage w w wi Hffi . 

Mr David Maxwell, Fannie 
Mw> chairman, arid the fond 
offered an excellent vehicle for 
International investors wbo 
might not have extensive expe- 
rience of such securities. 

“The ultimate winners will 
be US home buyers who will 
eqjoy another source of fund- 
ing for mortgages," Mr Max- 
well said. 



CBOE to 
launch two 
interest rate 
options 

By Deborah Hargreaves 

in Chicago 

IN A bid to attract more retail 
customers back to the options 
market, the Chicago Board 
Options Bvriwmg e will lan neb 
on Friday two options on 
interest rates aimed at the 
individual investor. 

The contracts, which have 
been designed by the CBOE in 
contraction with Telerate, the 
information group, will track 
short-term and long-term 
Interest rates - the first time 
an option Will rise and fall 
with current int ere st rates and 
not in inverse relation to them 
as with the bond market. 

Mr Duke Chapman, CBOE 
chairman, said the contracts 
had been developed to make it 
easier for retail investors to 
hedge interest rate exposure 
such as mortgages and car 
loans. “Typically, individual 
investors think about ehangpw 
in yields and not the mice o t 
bonds,” he said. 

The two contracts - to be 
labelled ERX and LTX - would 
also enable investor s to hedge 
their fixed-income portfolios. 
Many retail investors had 
moved ont of equities into 
fixed-income portfolios since 
the 1987 stock market crash 
and, up till now, had little 
with which to hedge their 
exposure. 

“As we reach out to fixed-in- 
come users, we will attract a 
whole new class of Investors to 
options, who previously did 
not have an option to use,” 
said Mr John Richards, CBOE 
vice president of marketing. 

The IRX option will be based 
on the yield of the most 
recently auctioned 13-week 
Treasury Mil, while the LTX 
option win be a mix of yields 
on two longer-term T-bills. 
Both values win be calculated 
by Telerate. The options will 
also be cash-settled, making 
them ouster for individuals to 
use. 


Swedish 
Institute in 
tap deal 

By Andrew Freeman 

THE SWEDISH mortgage insti- 
tute, Stadshypotekskassans, 
will be the first borrower to 
take advantage of the recent 
relaxation of foreign exchange 
controls announced by the 
Swedish Government. 

The institute, which is the 
largest such body in Sweden, 
win issue a five-year tap deal 
denominated in Swedish kro- 
ner in Copenhagen via Den 

Itawte Rartfc 

The initial deal will be 
around SKr2£bn (3368m), and 
the bonds wfll start trading on 
July 3, the first business day 
after the relaxation comes into 
effect on July 1. A coupon of 
U per cent has been set. The 
launch price will be fixed 
when trading starts. 

By launching a tap Issue, 
the Institute Indicated It 
would bring a series erf similar 
deals in what is the largest 
and most liquid of the Scandi- 
navian bond markets. 

The bonds wfll be priced to 
offer a similar yield to the 
institute’s domestic issues. At 
present market levels, the 
yield wfll be around 1L6 per 
cart, a spread of roughly 40 
basis points over Swedish gov- 
ernment bonds. 


BBL withdraws 
from Australian 
forex market 

BBL AUSTRALIA, part of the 
Banque Bruxelles Lambert 
banking group of Belgium, is 
withdrawing bum the Austra- 
lian foreign exchange market 
because of low profitability, 
AP-DJ reports. 

The bank will continue 
other activities in Australia, 
hmlniWng dawradlf money and 
capital market trading and 
corporate finance operations. 

BBL will not take any new 
posi tions In the Australian for- 
eign exchange market from 
today, but will continue to 
trade until existing transac- 
tions are comuletad. 

A bank effldal said BBL's 
absence would have little 
effect on the liquidity of the 
local currency market, where i 
average daily turnover is 
about A$25tm (US$19ta). 

Banque Bruxelles Lambert 
will now concentrate Its Asia- 
Pacific foreign exchange activ- 
ities from its Singapore office. 
• DFC New Zealand, an 
investment bank 20 per cent 
owned by Salomon g rot tos of 
the US, Is to cease interbank 
spot foreign exchange trading. 

DFCNZ said It would 
Increase corporate treasury 
services to focus on areas 
where it had proven competi- 
tive a dvantage. 

Since tSTflmithig of the NZ 
dollar In 1985, the market had 
been crowded by the number 
of trading and <hnHwg alterna- 
tives available to organisa- 
tions with foreign exchange 
exposure, DFCNZ said. 


HYUNDAI 

ENGNEEFUNG & CONSTRUCTION CO., LTD. 


tuicwponmifM n» Rhwmc oi kotn ma nmtea hattshtyi 

US$100,000,000 

Boating Rate Notes Due 1997 

(Redeemable at the opto) of NoMokUm in lament 1693) 

In accordance with the provisions of the Floating Rate 
Notes, notice is hereby given as follows: 

Interest Period : June 20, 1 989 to 

December 20, 1989 (183 days) 

Rate of interest : 9tt% per annum 

Coupon Amount : US$2,44635 

(per note of US$50,000) 
US$2446354 

(per note of US$500,000) 


m 


LTCB Asia Limited 


NOTICE OF EARLY REDEMPTION 



Gaisse d'Aide sh FEquipement 
des Collectives Locales 

(now: Ctedst Local de France) 

ECU 45,000,000 11 V« % Notes due 1991 

In accordance with the Terms and ConcfitiorTs of the Notes, 

notice is hereby given that CAECL (now: Crdcfit Local 
de France) wi redeem, on the next Interest Payment Data 
La July 25, 1989, all the Notes remaining outstanding 
at 1 00 Vz % of their principal amount. 

Payment of Interest and premium due on July 25 , 1339 
and reimbursement of principal will be made in accordance 
with the Terms and Concfitions of the Notes. 

Interest win cease to accrue on the Notes 
as from July 25, 1 989 


Luorembourg, June 21 , 1 939 


The Fiscal Agent 

KREDIETBANK 

S.A. LVJXEMBOURGEOISE 


Standard & Chartered 


Standard Chartered PLC 

flneaporatod Mft touted SabBy in England) 


£300000000 

Undated Primary Capital Floating Rate Notes 
of wrach £l50y000g000 
comprises the Initial Ttanche. 


In accord a nce with (he Terms and Conditions o< the Notes, notice is hereby given 
that tor the three months period (92 days) liom 20th June to 20th September, 
1969, (he Notes wtt cany an Interest Rate of 14 V* per cent per annum. 

The Interest payment date wfll be 20th September. 1969. Coupon No. 17 wfll 
theietoro be payable on 20th September. 1989 at Cl .795.89 per coupon (ram 
Notes of E50400 nominal and Cl 7R59 per coupon tram Notes at £5.000 nominal. 


J. Henry Schroder Vtfagg & Co. Limited 

Agent Bank 



Financiere CSFB N.V. 
U.S. $150,000,000 

Junior Guaranteed 
Undated Floating Rate Notes 

Guaranteed on a subordinated basis 
as to payment of principal and interest by 

Financiere 

Credit Suisse-First Boston 


FINANCIERE 


Interest Rate 

Interest Period 

interest Amount due 
21st September 1989 
per U.S. 9 5,000 Note 
per U.S. 91 00,000 Note 


9^16% per annum 

21st June 1989 
21st September 1989 


U.S.S 122.19 
U.S. $2,443.75 


Credit Suisse First Boston Limited 
Agent Bank 


PAROIL FUND 
1QA, Boulevard Royal, Luxembourg 
AVB AUX ACnONN AIRES 



Inspectorate International Finance N.V. 
£69,300,000 

5% Guaranteed Convertible Bonds Due 1998 
(the “Bonds”) 
guaranteed by 

Inspectorate Internationa) Ltd. 

Pursuant to Condition 7(c) of die Bonds notice is hereby given as 
follows: 

1. Inspectorate International Ltd. granted to its Shareholders the 
right to subscribe one bearer share of nominal value Sfr. 100 for 
every 20 shares held. ' 

2. The conversion price of the Bonds of Sfr. 2,487 per share b 
adjusted to Sfr. 2,380 to take account of the transaction 
mentioned in 1 above. 


HBankenlhat 

U Company, London 

Principal Paying 
& Conversion Agent 

June, 1989 



To the Holders of 




Class 1 Floating Rate Bonds Due 3/20/2018 

Pursuant to the Indenture dated as of December 1, 1986 
between Collateralized Mortgage Obligation Trust Sixteen and 
Texas Commerce Bank as Trustee, notice is hereby given that 
the interest rate applicable to the above Bonds for the interest 
period from June 20, 1989 through September 19, 1989 as 
determined in accordance with the applicable provisions of foe 
Indenture, is 9.9375% per annum. 




S.F.E. INTERNATIONAL N.V. 

U.S. $75,000,000 

Guaranteed Floating Rate Notes Due 1991 

Guaranteed by 

Society Financiere Europeenne 
— S.F.E. Luxembourg 

In accordance with the provisions of foe Notes, 
notice is hereby given that the rate of interest for 
the six months 21st June, 1989 to 21st December, 1989 
has been fixed at 9 i, /k, per cent per annum and 
that the coupon amount payable on coupon No. 11 
on 21st December, 1989 will be U.S.S492.45 per Note of 
U.S.S10.000 and U.S.S1231 1-20 per Note of U.S.$250,000. 



The Sumitomo Bank, Limited 

(Interest Determination Agcm) 


CHEMICALS INDUSTRY 

The Financial Times proposes to publish this survey on: 
11 JULY 1989 

For a fan editorial synopsis and advertisement details, please 
contact 

DENIS CODY 
on 01-873 3301 

or write to him at: 

Number One 
Southwark Bridge 
London 
SE1 9HL 



BAWAG 


BANK FUR ARBEIT UND 
WIRTSCHAFT A.G. 

(Incorporated wUh limited liability in Ausfrio) 
US$100,000,000 Subordinated Floating Rate Nates due 1999 
In accordance with tho terms and conditions of the abov e -mentioned 
Notes notice is hereby given that the Rate of Interest has been fixed 
at 9.5625% per annum and that the interest payable on the relevant 
Interest Payment Date, December 21 , 1 989 againstCoupon No. 1 On 
respect of US$1 0,000 nominal of the Notes will be US$486.09. 


June 21, 1989. London 

Byi Gtibanfc; N A [CSSI DeptJ, Agent Banfc CfTlBANKQ 




CREDIT D’EQUIPEMENT 

DES PE1IIES ET MOYENNES ENTREPRISES 

£35,000,000 

11)4% Guaranteed Bonds 1995 

(Convertible at holders' option into U.S. Dollar 
denominated Guaranteed Floating Rate Notes 1995) 

For the period 19th June, 1989 to 19th December, 1989 foe Roaring 
Rate Notes will cany an interest rate of 9Jfc% per annum and coupon 
amount of US. $72.39 per US- $1,550 Note, payable on 19th 
December. 1989, 


B an k ei f Trust 

Company, London 


Agent Bank 


U.S. $200,000,000 

J.P. Morgan & Co. Incorporated 

Roaring Rate Subordinated Capital Notes 
Due December 1 997 

Notice is hereby given that the Rate of Interest has been fixed at 
9.4875% p-a. and that the interest payable on the relevant Interest 
Payment Ltete. Septanber 21, 1989 against Coupon No. 15 in 
respect of U.S.$1Q,000 nominal of the Notes will beU.S.$242.46 and 
it c^caci fc ^-^-5250,000 nominal of the Notes wffl be 

U *5. to t uol .46. 

June 21, 1989. London 

fyCHtopKNJL(CSS1DepL). Agent Bank C/77S4NC© 
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US Treasuries boosted by recovering dollar 


By Janet Bush in New York and Norma Cohen in London 


US TREASURY bonds moved 
modestly higher yesterday 
morning reflecting a re c ove ry 
in the dollar from earlier lows 
in the Far East However, trad- 
ing was quiet in the absence of 
any economic news. 

At midsession, the bench* 

government 

BONDS 

mark long bond was quoted % 
point higher for a yield of &30 
per cent The dollar, which the 
government market continues 
to track closely, was quoted at 
Y144.10, towards the top of its 
New York range against the 
yen, and at DM1.9785, up one 
pfennig from its earlier lows. 

A small measure of relief for 
the bond market also came 
from a dip in the Commodity 
Research Bureau's index, 
which had surged more than 
two points on Monday foil aw- 
ing grain, meat and precious 
metals futures' gains. At 
11.30am, the CRB Index was 
quoted 0.38 point lower. 

The only news of any note 


was a comment by Mr Cha r l e s 
Dallara, US Assistant Treasury 
Secretary for International 
A f f a irs, who said that the cur- 
rent level of the dollar was of 
some concern to the Adminis- 
tration. His remark, mirroring 
many other riwHiaw statements 
by US officials recently, had lit- 
tle obvious impact 

With nothing much to focus 
on yesterday, the bond market 
was concentrating on forth- 
coming key events and eco- 
nomic figures. The first of 
these is today's publication of 
the US Federal Reserve’s latest 
Tan Book, a compilation of 
regional economic reports used 
as a guide to policy-making at 
the Federal Open Market Com- 
mittee. The Treasury will also 
announce today its two- and 
four-year financings. 

Tomorrow, the final revi- 
sions of first-quarter GNP 
come out and durable goods 
orders and personal Income 
and consumption for May are 
released on Friday. 

■ UK GOVERNMENT bonds 
closed with losses of up to % 
point in fairly active trading. 


despite firmer opening levels 
scored on the back of an 
improvement in 

In addition to news 
tha n-eape cted growth In the 
narrowest monetary aggregate, 
MO, and stronger-thau-expected 
UK bank lending, prices were 
depressed by signs that a sin- 
gle securities firm unwound a 
large position in gilts Mures. 

The firm, said to be a major 
US securities house, appar- 
ently sold gttts futures against 
its holdings of gilts just before 
the dose of the London futures 
exchanges. However, prices 
had softened earlier in the day 
as two securities houses sold 
gilts short to hedge their posi- 
tions following the launch at 
two new Eurosterling bonds. 

Dealers described 
technical, noting it was 
to remain so until the next set 
of data - showing the UK’s 
current account deficit - is 
released next Tuesday. In the 
meantime, prices are likely to 
be underpinned by the Bank o i 
England’s next reverse auction 
for the gilts market, to be bdd 
late next week. 



BENCHMARK GOVERNMENT BONDS 
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I WBJT GERMAN g n w jW H p wgit 
bond prices closed slightly 
higher on the day although 
well below the day's best lev- 
els. Dealers noted that yield 
levels on the most recent gov- 
ernment issues were now 
below 6.70 per cent - about 
their lowest yield level since 
late January. Dealers said 
bund price fluctuations over 


the day roughly tracked the 
movement In the dollar. 

The Bundesbank yesterday 
annn nwr-grt plans to replace an 
expiring DM8.3bn repurchase 
agreement today with a vari- 
able rata tender. Last week's 
variable rate tender was 
offered at rates between 6.5 
and 6.80 per cent, unchanged 
from the previous week. 


Maiden credit card issue meets generous reception 

By Katharine Campbell and Andrew Freeman 


THE FIRST credit-card backed 
deal was accorded a generous 
reception on the Eurobond 
market yesterday, although 
some traders were sceptical as 
to whether there would be a 
rush of similar asset-backed 
instruments. 

While an international 
tranche has been attached to 

INTERNATIONAL 

BONDS 


some US domestic deals, this 
was the first to be tailored spe- 
cifically to tbe Euromarket. 
The $300m bond was brought 
by Citicorp for a special issu- 
ing vehicle, Euro Credit Card 
Trust 1989-1. It has a five-year 
maturity and is backed by 
credit card receivables pur- 
chased by the Trust from Citi- 
bank's South Dakota and Nev- 
ada subsidiaries. 

The bond, which at launch 
was yielding &L5 basis points 
above Treasuries, was well 
taken by investors in the Mid- 
dle East, Europe and by UK 
fund managers. In mid-after- 


noon it was quoted within foes 
at less 1.75 bid. 

While tbe deal was intended 
to find a home within Euro- 
bond portfolios short of AAA- 
rated paper, one market partic- 
ipant questioned the suitability 
of the Eurobond structure for 
this type of asset-backed secu- 
rity. 

Arguing that such paper was 
unlikely to move much in the 
secondary market, he com- 
plained that “the overall mar- 
ket Is far too big to be fussing 
around with small Eurobond 
deals. For co-leads there is 
insufficient incentive if prices 
are not going to move much." 

Elsewhere, Northern Rock, a 
Newcastle building society, 
tapped the floating-rate sector 
with a £75m three-year deal 
brought by UBS-Pnillips & 
Drew, with another £25m in 
tap form. The paper found a 
home predominantly among 
sterling- based investors, 
although some bonds were 
apparently sold to Germany. 
The deal was quoted just 
within total foes of 9.5 basis 
points at 99.91 bid. 

The three-year Eurosterting 


NEW INTERNATIONAL BOND ISSUES 
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sector was tapped by two bor- 
rowers taking advantage of the 
tight secondary market 
spreads enjoyed by recent Bar- 
clays and OKB derin- Samuel 
Montagu brought a £50m deal 
for Amro Bank and BZW was 
tiie lead manager of a £75tn 
issue for Banque National de 


Faria. 

Both deals were swapped 
into floating-rate sterling and 
came with identical terms, 
offering 12% per cent coupons 
and priced at 10L3Q. The Amro 
bonds were triced to yield 60 
basis points over UK govern- 
ment bonds. while the BNP 


ifaai was launched at a spread 
of around 58 basis paints. 

• The exchange offer into Fin- 
land bonds launched by JP 
Morgan three weeks ago closed 
on Monday. By last Friday, 
some jsfiflni had been commit 
ted. The final issue size is 
expected to be around $525zn. 


Euro Disneyland flotation 
likely to value it at $1.7bn 


By Clare Pearson 

THE OFFER of shares in Euro 
Disneyland, the Walt Disney 
theme park outside Paris dim 
to open in 1992, is likely to 
value the company at 
FFrll.9bn <$l-7bn) when 
launched in Europe this 
autumn, says Warburg Securi- 
ties, the UK securities house. 

But, Warburg claims to its 
research document, “A Share 
in Euro Disneyland,” published 
yesterday, fbia valuatio n is 
hflgpd on a conservative esti- 
mate of likely attendance at 
the park - which is the key 
variable in the pricing. 

Warburg, lead manager for 
the flotation of shares in the 
operating company, Euro Dis- 
neyland SC A, has arrived at 
the FFrll.9bn figur e on t he 
bflwiff of Disney’s own target of 
iim visits in the first year. But 
Arthur D. Little International, 

the mwwnlfaiiit, rwrfcnnfl the via- 

items could well total between 
lL7m and 17.8m. 

On Warburg’s model, if 
attendance rose to 18 m , the 


FFrll.Sbn value would 
increase to FFH&dbn, and if it 
fell to 9m, it would be 

FFr9.4bn. 

Depending an market reac- 
tions, tbe snares are nkeiy to 
be priced at a small discount to 
their expected initial market 
value to help the markets 
absorb them. This may be 
between 5 and 10. per cent 

The detailed, u&page docu- 
ment is to be circulated to 
Warburg clients ahead of the 
Peris, London and Brussels 
listings. The Disney group is 
scaling 51 per cent of Euro 

Disneyland. 

Disney is salting tbe shares 
because of a French govern- 
ment requirement when it sold 
the 4,800-acre site in the lie de 
France, that the Disney group, 
should share the economic ben- 
efits with local residents. 
Under European Community 
law, this has to include other 
EC citizens. 

Disney, which will retain frill 
management control of the 


prefect, is to be paid an annual 
so-called incentive fee geared 
to the park's cash-flow. 

Warburg has approached its 
valuation by drawing on the 
precedent of Eurotunnel It 
saya this is because it is the 
only other UK-quoted invest- 
ment that requires investors to 
provide equity financing for ft 
project which ia not yet 
operational 

Like Eurotunnel Euro Dis- 
neyland will not pay a divi- 
dend for the period during 
which construction of the 
theme nark is tekinw place. 

Warburg assumes investors 
will be looking for a total 
return (a mix of capital uplift 
and dividend payments) of 12 
per cent per annum once the 
park is upmuHrunning. 

During the much riskier con- 
struction phase, when inves- 
tors will not be receiving divi- 
dends, Warburg estimates that 
investors will want the capital 
value of the shares to rise by 
20 per cent per annum. 


OZ places index options 


OZ ZURICH Optionen and 
Futures is issuing 150/100 put 
and 150,000 call options based 
on the OZX Index of Swiss 
shares, Reuter reports. This is 
OZ’s first index put option and 
its second cafi. 

Mr Martin Elmer, OZ chair- 
man, said almost all of tiie con- 
tracts had been placed with 
Swiss financial frlStitntlonS. 
They are intended primarily 
for the retail market but banka 
may use the puts to hedge 
th«ir nortfolios. he said. 

Although the options had 
not been placed directly 
abroad, Mr Ebner said he 
expected many of them to end 
wn with banks in London. A 
number of UK-based hanks bad 


an interest, espe- 
_ in the puts, he said. 

The OZX Index is based on 
11 permanently traded Swiss 
shares. Tbe total value of the 
underlying shares of both 
options surpasses SFr700m. 
The options are scheduled to 
be listed in Zurich cm July 17. 

Mr Ebne r said th e com pany 
planned a fixtures contract for 
the index, probably in six 
months. OZ is also drawing up 
plans for an Interest-rate 
option contract, but the project 
is complicated by the lack of a 
suitable reference point for the 
contract, Mr Ebner said. 

The total capitalisation of all 
on Swiss stocks was 
SF&35bn, GZ estimated. 


Dutch bullet raises FI 3.2bn 


By Our Financial Staff 

THE DUTCH Government 
bullet - over 10 years at 725 

E cent - launched at tender 
t week raised FI 8^bn 
($5.9bn) at an issue price of 
100.8 per cent, the Finance 
Ministry arid yesterday. Allo- 
cations included FI 200m in 
bonds bought by the Dutch 


central bank for its bond 
intervention fund. 

At 100.8 per cent, allocations 
were honoured up to 60 per 
cent of their total vahue. Above 
that, price allocations were 
honoured in full The issue fid- 
lows a 7.5 per cent ten-year 
bullet which raised F16L5bn. 


Malaysia 
plans banks 
law revamp 

MALAYSIA’S Parliament has 
introduced a bill to revamp Its 
finance sector, giving greater 
regulatory powers to authori- 
ties and requiring foreign 
banks to incorporate locally, 
Reuter reports. 

The bill, which is expected 
to be im h I btw this month, 
is aimed at stabilising the 
financial system, rocked fay 
the failure of several banks 
and deposit-taking co-opera- 
tives in rece n t years due to 

NP& mlwTiiafi^gPfiiwi L 

Under the proposed laws, 
foreign basks operating in 
Malaysia will be given five 
years to incorporate their 
operations locally. 

There are 16 forrign-tacor- 
porated backs with assets of 
over 40bn ringgit, represent- 
ing 35 per cent of the total 
assets of the 39 commercial 
hankie operating In Malaysia. 

The bill also empowers the 
central bank to revoke the 
license of any financial institu- 
tion if the interests of custom- 
ers are t h re ate ned. 
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TRADITIONAL OPTIONS 


• First Dealings Jim 12 

• Last Dealings Jun 23 
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For rale indications see end of 
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OFFSHORE OIL INDUSTRY 

The Financial Tunes proposes to publish a Survey on the above on 

6th September 1989 

For a M editorial synopsis and advertisement details, please contact 

Ian EJy-Corbett 

on 01-873 3389 
or write to him at 

Number One, Southwark 
London SEl DHL. 
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UK COMPANY NEWS 


Meyer pleases market with £87.2m 


By Pftfflp Coggan 

MEYER INTERNATIONAL, 
the bnfltfers and timber mer- 
chant, yesterday revealed a 88 

8t*the of an eveniftil^yeay 
which included a failed mh, a 
business swap with Norcros 
and a major Dutch acquisition. 

The shares leapt 2Dp to 4Q4p 
yesterday as the markets wel- 
comed the 58- per cant increase 
in the final dividend and a con- 
fident statement from Mr 
Oscar DeVille, chairman, 
which said that both profits 
and turnover of an-goang busi- 
nesses were higher m the first 
two months of the year. 

Pre-tax profits for the year to 
Mniwh 31 were £87.2m (£83. lm) 
on turnover of £9 56. 4m 
(£7123m). Net interest payable 
was £6.68m (£1.73m) and the 
company has a gearing level of 
35 per cent After tax of £2&5m 
(£19.9600), earnings per share 
were 6&35p (44.4p). The final 
dividend is lip (7 Jp) making a 
total of 15p (9_5p). 

Although Meyer was 


defeated by Sandell Perkins in 
its attempt to win control of its 
bid target Travis & Arnold it 
has retained a 21 per cent 
stake in the merged Ttavb Per- 
kins. As a result, the figures 
include a £L72m contribution 
from associated companies. 

In December, Meyer agreed 
to exchange its Crosbv manu- 
facturing interests for the DBM 
chain of builders m er cha nt s 
and the nhaln of plumb - 

ers’ merchants owned by Nor- 
cros. The deal created an 
extraordinary gain of £52m, 
part of an extraordinary credit 
of £56-2m (£94JU000). - 
However, the UBM and 
Cadel chains added only 
£86,000 of profit cm turnover of 
£36. 45m. Some of the UBM 
branches have been sold and 
the rest have been co n v er t e d 
into Jewsoa units.- 
Jewson had a successful 
year, increasing profits to 
£35.46m (£24.78m) on t u rnover 
of £3S8m (£346m) and there was 
a full cantribatioa from Pont- 


Meyer International 

Share price (pence) 
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Meyer, the Dutch merchanting 
company, where Meyer bought 
out its equity partner during 
the year. Profits were £5 .07m 
on turnover of £1 35.2m. 

Once again, profits were 
boosted by property disposals, 
which contributed £18.03m 
(£6 .68m). Mr DeVille said be 
did not expect a marked drop 


in property profits this year. 

• COMMENT 

Meyer's confidence rather took 
the markets aback yesterday 
as they had been used to less 
cheery news from Travis Per- 
kins and Erith. The buoyancy 
of Meyer's trade may be due to 
its wider geographical spread 
but one has to wander whether 
the economic slowdown will be 
UK-wide by the second half of 
Meyer’s financial year, in the 
longer ipm, the key questions 
are whether Meyer can work 
the trick at UBM where others 
have failed before it and 
whether property profits can 
continue at their present rapid 
rate. These various doubts may 
subdue Meyer’s share price 
which even after yesterday’s 
rise is only on a rating of 
around 6.5, pre-tax 

profits of £92-93m this year. 
But long-term investors may 
see this as a good chance to 
buy a quality company with a 
good recent track record. 


ici/weiicome Beechnut and 

joint venture 0 ., L171 . , 

company sold ^nUtilKline pi 

to us group a £3.7bn tune 


YJ Lovell shares jump as profits double 


By John Ridding 

SHARES IN YJ Lovell, the 
hm i B^rildgr and constr uction 
group, climbed 27p to 254p yes- 
terday as the company 
revealed a 96 per cent increase 
in profits to £10 Jim for the six 
months to the end of March. 

Sir Norman Wakefield, chair- 
man, said that the results 
showed an “exceptional rate of 
growth*. 

He said tfaw* «ithnng ti he was 
confident about the full year, 
the slowdown in the private 
housing market meant that 
the growth rate would not be 
maintained in the second half. 


Whittington 
and £7.75m i 

By John Thornhill 

WHITTINGTON, the giftware, 
games and cutlery group, is to 
buy Macsel, a greetings card 
distributor, for £6. 64m in loan 
notes. 

Leeds-based Whittington is 
also to launch a one-for-one 
rights Issue at SOp a share to 
raise about £7.75m in order to 
increase its working capital 
and reduce its debt fallowing 
the acquisition. 

Macsel, which is based in 


Turnover increased by only 
59 per cent to £l7443m. Earn- 
ings per share almost 
from 5J2p to 11.49ft and these 
is an interim dividend 
of 2p (L5p). 

Although private housing 
sales fell by about 20 per 
cent over the period the aver- 
age price of its houses 
increased from £76,000 to 
£94,000. 

Further, there was a strong 
increase in the sale of partner- 
ship houses, bufit in conjunc- 
tion with local councils, 
which more than offset the 


acquisition 
rights issue 


Salford, operates from eight 
warehouses between Bristol 
and Glasgow, hi the 11 months 
to the end of March, Macsel 
made pre-tax profits of £L06m. 

The £6-6&n of loan notes will 
be redeemable between two 
and 10 years after the acquisi- 
tion is completed. A further 
payment of up to £8m may be 
made depending cm Macsel’s 
profits in the period to April 
1991- 


private sector downturn. 


Sharply higher profits are dou- 
bly surprising when they come 
from the currently unfashion- 
able buflding sector and Lov- 
ell's results wrongfooted the 
City. The only complaint about 
fiie company is its refiisal to 
break down profits and the 
consequent need to take cer- 
tain prospects on trust. But 
two is m»A» ^Miwr by the fact 
that it has delivered the goods 
Cm- fourteen consecutive years. 
Having diversified into bust 


Lowe warns 
shrink after ! 

By Vanessa Houktor 

SHARES IN Robert H. Lowe, 
the leisurewear and chfidrans* 
wear manufacturer which 
bought Babygro for £4J3m last 
July, lost 20 per cent of their 
value when the company 
warned that profits might foil 
In the current year and 
could emerge slightly 
below last year's record 
£L5m. 

The share price fell from 
112p to 90ft 


nesses which are relatively 
insulated from the impact of 
higher Interest rates Lovell 
seems well placed to outper- 
form the sector. In the current 
year, income from this source, 
and from its recent property 
gain in the US, should out- 
weigh any private housing 
downturn and ensure pre-tax 
profits of £32m. The multiple of 
7 which this implies is at a 
justified premium to the sector 
but will stay below the market 
average until interest rates are 
believed to have 


of profits 
Babygro buy 


Mr Derek Lowe’s chief 
executive, said the principal 
problem was higher interest 
charges, which are expected to 
rise from £400.000 to £L3m. The 
company's gearing was 160 per 
cent at the year end and is 
unlikely to fall below 100 per 
cant by tba and nf the financial 
year. 

The situation at Babygro had 
also proved worse than expec- 
ted at the time of the takeover. 
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LOOK WHAT RACAL-MESL PICKED UP 
WITH ITS LATEST RADAR TECHNOLOGY. 


By Peter Marsh 

INTERNATIONAL Minerals 
and Chemical, US chemicals 
group, has agreed to pay 
£155m for an animal health 
business formerly owned 
jointly by Wellcome and Impe- 
rial Chemical Industries, the 
British drugs and chemicals 
companies. 

Called Coopers Animal 

Health, the Joint WeUcome/ICI 
business last year showed a 
pre-tax profit of £6m on sales 
of £200m- 

Animal health products — 
which encompass items such 
as nutrition supplements and 
veterinary medicines — add up 
to a market worth some £7bn a 
year worldwide. Leading play- 
ms include Merck and Pfizer 
of the US, France's Rhdne-Pou- 
lenc and Bayer of West Ger- 
many. 

Both Wellcome and Id have 
been for some time anxious to 
divest themselves of their ani- 
mal health interests in order 
to concentrate on other areas, 
while IMC is keen to build op 
in this field, through its Pit- 
man-Moons animat health sub- 
sidiary. 

The size of the payment for 
Coopers Animal Health, which 
includes £133m in cash and 
the rest in debt, surprised 
some analysts. 

The transaction was agreed 
in outline in December 
although the full terms of the 
agreement were disclosed only 
yesterday. 

Smurfit buys all 
CCA’s Mexican 
interests 

By Edward Suraman 

Jefferson Smurfit, the 
Dublin-based paper and pack- 
aging group, has taken over 
the e ntire Mexican operations 
of Container Corporation of 
America for $93m (£G0m) cash. 

Jefferson Smurfit, whose US 
subsidiary owns 50 per cent of 
CCA, previously owned an 
effective 39 per cent interest in 
the Mwiran operations. 

Mr Robert Holmes, chief 
financial officer, said fiie pur- 
chase was part of the com- 
pany's gradual accumulation 
of all CCA’s non-US. interests. 
The only remaining interest 
was in Colombia, and he 
expected Jefferson Smurfit 
would exercise its option to 
buy that operation within, the 
next few weeks. 

The Mexican operation's net 
assets were J107m jrt od-lflSk 
with turnover at 5235m and 
pre-tax profits erf S33_2m- 


By Peter Marsh 

THE BARBICAN HALL, home 
of the London Symphony 
Orchestra, which is always 
rumoured to be thinking about 
a merger with one of the other 
London musicians' groups, was 
the scene yesterday of another 
marriage proposal 

Shareholders of Beecham. 
the UK drugs and consumer 
products group, met to discuss 
the planned merger with the 
US's SmithKllne Beckman In a 
move which is due to create 
the world's second biggest 
pharmaceuticals group with 
annual sales of £3.7bu. 

The plans were approved, 
taking into account proxy 
votes, by a huge majority. 

The holders of 274.9m shares 
were in favour of the move, 
compared with just l.2m 

againgt- 

That did not stop, however, 
several of the 150 or so small 
shareholders at the meeting 
voicing some notes of dishar- 
mony about aspects of the deal 

Most of the criticism was 
directed at Mr Bob Ran man, 
Beecham's American chair- 
man, who appeared on the con- 
ductor's podium yesterday 
flanked by 11 fellow Beecham 
directors. 

Mr Bauman is due to take 
over as chief executive of the 
merged group, which is to be 
called SmithKline Beecham. 

Mr Bauman is a calm, 
unflamboyant figure — much 
more a Charles Ives than a 
Leonard Bernstein - but even 
he appeared to be ruffled by 
the remarks of some of the 
shareholders. 

Mr John Smith, one of them, 
was worried by the programme 
that lay ahead. He feared the 
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Bob Bauman, 
ruffled by shareholders 

new group would have too 
much of an American ring to 
if. 

Most of the important direc- 
tors would be US nationals, he 
said, and he feared the merged 
company might choose to 
orchestrate events so that Bee- 
cham's UK research centres 
would have only a minor role. 

Mr Bauman sought to reas- 
sure him by arging that both 
the US and the UK ends erf the 
new operation would be 
playing to the same tune. 

There were other points of 
discord about the terms by 
which existing Beecham shares 
are to be swopped for a pack- 
age of shares in the new entity 
together with loan stock. The 
loan stock can be cashed in 
only in 1992. 

By this time, some or the 
shareholders argued, the UK's 
tax regime might have 
changed, making the likely 
rewards unenticing. 


Waterford promises holders 
‘truly a new beginning' 


By Kleran Cooke in Dublin 

AFTER A I£50m redundancy 
programme that went disas- 
trously wrong, shareholders at 
the troubled Waterford Glass 
Group’s AGM in Dublin yester- 
day were promised 'truly a 
new beginning* after a fresh 
agreement between manage- 
ment and workers. 

Mr Howard Kilroy. newly 
appointed chairman, said he 
was confident that in 1990 
Waterford - which yesterday 
voted to change its name to the 
Waterford Wedgwood group — 
would have a "healthy profit- 
ability". 


Shareholders were yesterday 
critical of both past manage- 
ment and what several felt was 
the board's Inadequate moni- 
toring of developments wi thin 
the Group. 

The new agreement between 
the unions and management, 
combined with continuing 
buoyanf sales in the US and a 
strong dollar, is felt by ana- 
lysts to augur well for the 
Waterford Wedgwood Group. 


By Andrew Hill 

CASKET, the clothing maker 
and distributor, has issued 
wTits against five former 
directors of Kingsley & For- 
ester Group, the toys, hard- 
ware and clothing company it 

bought in late 19S7, claiming 

some £12m. 

That is the difference 
between the price Casket savs 
it should have paid for the 
company, and the value of the 
actual merger, which put a 
price of just under £15m on 
Kingsley. 

Casket alleges that at the 
time of the negotiations with 
Kingsley, material misrepre- 
sentations were made as to the 
group's financial position. 

Writs have been issued 
against Mr Arnold Forester, 
Mr Franco Toniolo, Mr David 
Singer. Mr John Hoolton and 
Mr Simon Ledbrooke. 

Mr Forester, former chair- 
man and managing director of 
Kingsley, was to have been 
joint managing director of the 
merged group, but he has 
since left the company, as has 
Mr Boulton. Kingsley's former 
finance director. 

The solicitor for the two 
men said that both had a 
“complete and full defence” 
against the allegations; the 
other former directors were 
unavailable for comment. 

Casket said it was consider- 
ing action last September after 
it discovered “that serious dis- 
crepancies existed in the man- 
agement accounts of certain 
Kingsley & Forester compa- 
nies and, in the opinion of the 
board, in the published 
accounts of Kingsley & For- 
ester Group for previous 
years." 

In the same statement in the 
1987-88 annnal report. Lord 
Barnett. Casket’s chairman, 
said that it had also become 
obvious that “standards of 
management information and 
financial and management 
controls were unsatisfactory.” 

Problems at Kingsley com- 
panies depressed Casket's pre- 
tax profits in tiie year to June 
30 1988 by nearly Elm to 
£3.44nu 

Casket said it was not con- 
templating legal action 
against Kingsley's advisers. 
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Devenish beats forecasts 
with 74% rise to £5. 16m 
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The presentation on 22 June 1989 of The Queenfe 
Award for Technology Racal-MESL 

isidtear(»»gnittonfliftlieiMinvany^le«lerdifpfoi1h^ 
demantfing field of radar signal processing. Every 
person in the company can fee! justifiably proud of 
The Award, made jointly to RacaHIESL and the Royal 


By Urn Wood 

J A DEVENISH, the regional 
brewer, yesterday reported 
pre-tax profits ahead 74 per 
cent to £5.16u> in the half year 
to March 3L The results, which 
included property profits of 
£2.49m, beat City forecasts. 

Turnover was £37.06m, com- 
pared with £29.61m. Interest 
charges amounted to £2 .56m 
(£ 1.25m). Earnings per share 
were 10.72p, up from 5.57p, 
with an interim dividend of 
0J5p (0.75p). 

Mr Michael Cannon, chair- 
man, said the managed house 
division generated a substan- 
tial proportion of the increased 
profit He said a new trading 
area had been set up based on 
the purchase of eight pubs and 
a development site in the Hull 
area and further pub purchases 
in Derby and Long Eaton. 

He said the development of 
the Redruth Brewery was com- 
plete. Production volumes were 
70 per cent up on the same 
period last year with the brew- 


ery operating at half capacity. 
Free trade customers now 
accounted for at least GO pm 
cent of sales. 

• COMMENT 

The outlook for Devenish - 
one of the most retail-minded 
regional brewers - seems set 
fair with a strong second half 
performance expected from Its 
manag pri pubs which are bene- 
fiting from all day opening and 
the move towards holidays in 
the UK The brewery - with 
Devenish treating it as a profit 
centre in its own right - 
qhmiM move into profit nnxt 
year after a small trading loss 
this year. Interest charges in 
the second half will be reduced 
although Devenish will be 
actively looking for more pubs. 
Analysts who expect a continu- 
ing high level of property dis- 
posals are looking for pre-tax 
profits of about £15m for the 
year giving a prospective p/e of 
13. 


FIRST AUSTRALIA PRIME INCOME 
INVESTMENT COMPANY LIMITED 

IntemationaJ Depositary Receipts 
issued by 

Morgan Guaranty Trust Company at New York 

Notice is hereby given to the shareholders that 

Payment of coupon number 8 of the International Depositary 
Receipts will be made In US dollars on or after June 23rd, 
1989 at the rate of USS 0.09113 per ordinary share at the 
following offices of Morgan Guaranty Trust Company of New 
York. 

- New York, 30 West Broadway 

- Brussels, 35 avenue des Arts 

- London, 1 Angel Court 

- Frankfurt 44/46 Mainzer Landstrasse 

The dividend is not subject to any Australian tax. The Belgian 
withholding tax will be applicable to IDR Holders presenting 
their coupons to the office of the Depositary without the 
appropriate Belgian non resident certificate. 

MORGAN GUARANTY TRUST COMPANY OF NEW YORK 
BRUSSELS OFFICE, AS DEPOSITARY 
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BOARD MEETINGS 


The success story goes back over 20 years with 
RacaHIESL and RSRE combining to develop new 
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The result was Surface Acoustic Wave (SAW) 






GOLD FIELDS COAL 
LIMITED 

Formerly The Clydesdale (Transvaal) Collieries Limited) 
(Incorporated in the Republic or South Airies) 

(Registration No. 01/01124/06) 

DECLARATION OF DIVIDEND 

Interim diwidond Na 152 at dO cores pet share ho. today been doclsed n South African 
cmrency, payable to snaioholdeis refl&toidd in Itw twofca ol the company al inu close •J 
ta nsmoas on 30 June 1989. 

Wai rants payable on 0 August nil ao pasted to sharotM*iuis on or abaui 8 August 1983. 
Standard condnons raising io the paymare oi dividends are obtainable ai the snare transfer 
atAcos and wc London Omen ol it*:- company 

Bequests lor payment oi ine dividaraj m South W"un currency by memoeis on the United 
Kingdom register must be received by the company on or Detoie 30 June 1989 m accordance 
wWi the above-mentioned conditions. 

Tito registur at members at me company wHl be dosed trom t to 7 Juty I9B6, mdusrve. 

By order o< trie Board, 
per pro CONSOLIDATED COLD HELDS PLC, 
London Secretaries, 
Mrs. GMA. Glean d. Secretary 


London OHIcer 
3\ Charing II Street. 
SI James's Square. 
London SWIY 4 AG. 

T5 -Arne 1339 


United Kingdom Rngtamir 
Hil Samuel Registrars Untied. 

SGieonawl Place, 
London. SWIP tPL 

A MEMBER OF THE GOLD FIELDS GROUP 


DIVIDENDS ANNOUNCED 


Carres - Total Total 

Current Data of ponding tor last 

payment payment dividend year year 
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mMmjkXJLmR3 The Electronics Group 

WINNERS OF THIRTY-EIGHT QUEEN'S AWARDS 



US. (250,000,000 FLOATING RATE SUBORDINATED CAPITAL 
NOTES DUE SEPTEMBER 1 996 

crncoRPG 

Notice is hereby given that the Rate of Interest has been fixed at 
93% and that the interest payable on the ret overt Interest Payment 
Date, September 21, 1989, against Coupon No. 20 in resped of 
US$50,000 nominal of the Notes wiB be US$1,21 3.89 and in reaped 
of US$1 0,000 nominal of the Notes will be US$242.78, 


June 21 1989. London 

By: Citibank, NLA. (CSSI Dept), Agent Bank CITIBANK Q 


I.G INDEX LTD, 9-11 GROSVENOR GARDENS, LONDON SW1W OBD 
Tel: 01-828 7233/5699 AnAFBD member Reuters Code: IG1N, 1GI0 


Dividends shown pence per share net except where otherwise stated. 
"Equivalent after allowing for scrip Issue. lOn capital increased by 
rights and/or acquisition issues- §USM slock. §SUnquoted stock. OThird 
market 
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advertisement is issued in atxordance with the regulations of the Cotax# of The 

fnemationat Stock Exchange of the United Kingdom and dm Republic of Ireland 
Unwed ("The Stock Exchange"). Application has been made to the Council of The 
Stock Exchange for aB the ordinary shares of 25p each in PLAXTON group pic issued 
ond to be issued pursuant to the proposed rights issue, to be admitted to the 
Official List. It is expected, subject to thepassingof Special Resolution No. Jntvm 
Extraordinary General Meeting of the Company to be held on 26th June 1389. that 
admission to the Official List will become effective and that dealings mjh e exist ing 
ordinary shares, 'ex-rights', end in the new ordinary shares, nil paid, wm commence 

on 27m June 1989. 




PLAXTON 

group pic 

(Incorporated in Bigtond and Wales under the Cam pa n la a Act 1385. RogiswnadNo. 435086) 

PLAXTON group pic is principally involved in vehicle manufacture and 
distribution and transport related financial services. 

PROPOSED ACQUISITION OF 

COLHEN LIMITED 


PROPOSED RIGHTS ISSUE 

of 16,810,392 new ordinary shares of 25p each 
at 220p per share 

SHARE CAPITAL 

Following the proposed acquisition and rights issue 
Authorised Issued and fully paid 

£ 1 2,500,000 ordinary shares of 25p each £9,455,845 

Listing (Particulars relating to the Company will be available in the 
statistical services of Extel Financial Limited from 21st June 1989. 
Copies of the Listing Particulars may be obtained during usual business 
hours excluding Saturdays and public holidays up to and including 
26th June 1989 by* collection only from the Company 
Announcements Office, The Stock Exchange, 46-50 Finsbury Square, 
London EC2A 1 DD and up to and including 5th July 1989 from: 

PLAXTON group pic 
Eastneld 
Scarborough 
YO1 1 3BY 


Charterhouse Bank Limited 

1 Paternoster Row 

St Raul's 

London 

EC4M7DH 


Hoare Govett Corporate 
Finance Limited 
4 Broad gate 
London 
EC2M 7LE 

21st June 1989 


Year to 30 


Y. J. LOVELL (HOLDINGS) PLC 


INTERIM STATEMENT 1989 

Further Growth and Sound Prospects 


6 months ended 31 March 
(unaudted) 


382707 TURNOVER 


1M£28 


*26 PROFU BEFORE TOKIION «M8B « 

J897 PROHT AFTER TAXATION 6£7B 3 

65p DIVIDEND 2J0p 

BOp EARNINQS PER SHARE 1M8p 5 

■ Pretax profit increased by 96% 

■ Earnings per share increased by 94% 

■ 33% increase in interim dividend 

■ Improved margins in Construction 

■ Excellent progress in Commercial Developments 

■ Further growth in Urban Renewal activities 

e«utrt3^><»TnaanliiB i> g3i>iwe<i^ j |nflt)ga} M ,r«hd3l>i5«plM<ia; mxmrnnariuieatHHSMiswauattaama* 
lan nfe *i wM mart and iMima u« la AvMvtfCaowiti 
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Lovell 


nff Hc:iSd. S'illioi’ Rom 


The Republic of Italy 
U.S.$500,000,000 
Floating Rate Notes due 2000 

In accordance with the provisions of the Notes, notice is hereto 
given that for the Interest Period from 21 June. 19R9 to 2' 
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per annum. The interest payable on the relevant interest 
payment date, 21 December. 1989 will be USS476.56 per 








21 Jum 1989 


kaiiuio Banrorio San Paolo di Torino. London 
us Agent Bank 


UK COMPANY NEWS 


Minorco to 
petition US 
supreme court 

By Kenneth Gooding, Mining Correspondent 


Blacks Leisure falls to £3.1m 
due to slackening retail demand 


MINORCO, the South African 
controlled i nv e stment group, is 
leaving nothing to fthancp in 
its at tempt s to end the US liti- 
gation which prevented it tak- 
ing over Consolidated Gold 
Fields, the diversified UK min- 
ing company. 

ft has now petitioned the US 
Supreme Coart to consider 
whether a US court should 
have jurisdiction over a private 
civil action brought against 
Minoroo by Gold Fields. 

The Supreme Court will 
review the case in its next ses- 
sion, beginiug in October. 

The issue is sep arate from 
the anti-trust case bxoigfht by 
Gold fields and its associate 
Newmont Mining which 
Minorco is contesting but for 
which no timetable has yet' 


Minorco said it (tedded to 
petition the Supreme Court 
because there were substantial 
issues of public interest in 
which the court might be con- 
cerned. 


It has requested the court to 
address three questions. 

The first is to consider 
whether the target of a hostile 
. takeover bid, such as Gold 
Fields, has standing' to chal- 
lenge the bid under US anti- 
trust laws, given that the man- 
agement of the tamet is Kener- 
ally not motivated by concern 
for competition. 

The second issue is whether 
a plaintiff must present evi- 
dence, rather than mere allega- 
tions, of “injury of the type the 
antitrust laws were inte n d ed 
to p re ve n t" in order to have 
standing to enj oin an n wnM. 
tkm. 

Finally, the court will be 
asked to consider whether US 
courts must, for reasons of 
international courtesy, exer- 
cise restraint before enjoining 
an acquisition of «» fn mj gri 
company by another on US 
anti-trust grounds, where the 
anti-trust authorities in ail rel- 
evant jurisdictions have 
cleared the acquisitions. 


By John Thornhill 

BLACKS LEISURE (hoop, the 
camping and sports retailer 
and fashion goods manufac- 
turer, yesterday reported a 35 
per cent tall in pretax profits 
to £&im in the year to Febru- 
ary 25. 

This dgrffae, from £4.76m in 
the previous year, was 
recanted on increased sates of 
£48. 07m (£43.57m), which 
included ftill-year contribu- 
tions from acquisitions made 
in 1987. 

Mr Simon Bentl ey, who took 
over as chief executive from 
Mr Bernard Garbacz this 
March, *arirf the major cause of 
the pro fi ts foil was the drop in 

retail riptrumri- 


warehouses and £317,000 from 
the sale of Howard Sports 
shops. But £m000 was paid in 
compensation to employees for 
IflSS rrf nflfoe, Iwr-Tnritnff £100,000 
paid to Mr Alan Thornton, who 
resigned from the board in 
March. _ 

An extraordinary charge of 
£261,000 was also incurred, 
relating to rationalisation 


“We have spent the last 
three months getting our 
house in order anf i are look- 
ing forward to expanding 
organically and by acquisi- 
tion," Mr Bentley said yester- 
day. 

He said orders for LA Gear 


stri pped out — and the result 
must be most dispiriting for 
those thousands of penny 
shar p holders who clambered 
aboard when Blacks was bil- 
lowing In the stock market a 
few years ago. In the past year, 
conditions have not favoured 
the company but there are - 
some encouraging signs that 
twng a may pick up this year. 
Current trading is reported to 
be good and the much-hyped 
LA Gear will also contribute. 
After the recent changes, the 
manag ement now seems to 
have its sights more firmly 
ftrarf and benefits should also 
result from the sports and 
camping operations move to 

TVno anrf Wear 



City Gate profits doubled 


By Vanessa Moulder 

CITY GATE Estates, a 
property developer that joined 
the USM last July, more than 
doubled pre-tax profits from 

£L04m to £527m for the year to 
March 3L Turnover increased 
from £7.7im to £20.10m. 

A revaluation of properties 
on March 31 demonstrated a 
surplus of £31m, giving pro 
forma net assets per share of 
602p, before corporation tax. 

The revaluation exceeded 
analysts’ «p » e»U flng and the 
share price increased by 14 per 
cent, from 317p to 360p. 

Mr Janies Gulliver, chair- 
man, said that despite fore- 
casts of a generally tougher 
economic he believed 

the company would continue 
its advance due to the quality 
of its landbank, its locked-in 
profits from forwa rd safes and 
th e strength of its manage- 
ment. 

• Mr Andrew de Caudate, man- 


aging director, said that the 
company’s careful selection of 
sites meant that it had not 
(njnriwiw^ problems in sell- 
ing its properties. 

“A company of our size can 
quickly change Its focus to 
areas whore there is no pros: 
pect of oversupply he said. 

The company, which was 
funded under the Business 
Expansion Scheme in 1985, was 
initially concerned with recon- 
structing and conver ti ng resi- 
dential properties in Central 
London. 

In 1986 it switched its focus 
to commercial developments, 
mainly in the West End and 
City fringe. In 1987, a change in 
planning regulations prompted 
the company to buy light 
Industrial sites for conversion 
to offices In the Western sub- 
urbs of London. 

The company baa a total of 
14 properties. Two of these 


areresldentfal, both of which 
have been sold forward. During 
the year the co mpany b ought 
two investment properties, in 
an effort to increase net asset 
values and produce a stream of 


Whitecroft pays £6.2m 
for conservatory maker 


Slack housing market slows 
advance at Christie Group 


By Edward Sossnutn 

WEAKNESS in the housing 
market slowed second half 
earnings for Christie Group, 
the specialist business agency, 
which said pre-tax profits 
advanced 29 per cent to SAJSdm 
(£3 .54m) in the year to April L 
Pre-tax profits had advanced 68 
per cent in the first half. 

Group turnover rose 43 per 
cent to £24.56m (£17 .23m). 
Earnings per share were l&65p 
(10.84p) and the group recom- 
mended a final dividend of UBp 
making a total Of 4n. 

The group, which came to 
the main market in July 1968, 
generates the bulk of its 
income from the sale of owner- 
managed businesses such as 
pubs and hotels. 

ft was not seeing a do wntur n 
in rfamawri but aaM the pace of 
conversion into completed 
transactions had slowed. Since 
many buyers must sell their 
houses for financing, the 
riprfinp in residential htimilM 
volume affects Christie. 

Mr Philip Gwyn, chairman 
and holder of 60 per cent, said 
the downt u rn had since stabi- 


lised. In addition, the group 
was seeking to expand its base 
of corporate clients, who were 
not susceptible to the housing 
market, and it bad trimmed 

nfflea and staff 

Christie, which relies heavily 
on the matting of catalogues to 
generate sates, was also dam- 
aged by last year's postal 
strike. 

The shares fell lOp to dose 
at 181p, against its I45p issue 
price. They reached 228p ear- 
ner in the year following spec- 
ulation that the Monopolies 
Commission’s Report on the 
Supply of Beer would prove a 
boon to pub sales. 

Christie suffered a loss of 
about £340,000 from its 91 per 
cent controlled US subsidiary, 
VR Business Brokers. VRBB 
was Involved in substantial lit- 
igation, since settled, and was 
a cause of concern at the time 
of the Dotation. Mr Gwyn said 
a new UK managemen t team 
had returned the franchise 
operation to profit In the first 
two months of the current 
year. 


The co m pan y said that its 
policy of selling toward had 
assured 80 per cent at profits in 
the rj rr wil. year. 

At the year end, the com- 
pany had borrowings of 
£2 4 An, which is 1.8 times 
shareholder's funds. 

The board is seeking 
approval to split its shares into 
two, in order to improve mar- 
ketability. It is also seeking 
approval to buy up to 14J per 
cent of its share capital 
-Fully diluted earnings per- 
share increased by 64 per cent 
to 44J3p (27p). A final dividend 
of 7A8p per share was pro- 
posed, which gives a tom of 
LL2Sp for the foil year. 


WPP confirms 
victory in bid 
for Ogilvy 

By Nikki Tatt 

WPP,-' the UK-based 
advertising agency and mar- 
keting services group, con- 
firmed that it had won its rec- 
(nmmanded $884m bid Air the 
New York-based Ogflvy Group. 

The offer was extended over 
the weekend until 10 am New 
York time last Monday. At 
that stage, WPP had received 
acceptances far, owned or con- 
trolled over 90 per cent of its 
target's equity. The rights 
issue of new convertible pref- 
erence shares in WPP wffl now 
proceed, together with the 
issue of subscriptina warrants. 


By Edward Sussman 

WHITECROFT, the industrial 
holding company. Is adding to 
its growing builditog products 
by yw yii riwg 1 Finch Con- 
servatories, makers of uPVC 
conservatories, for a total con- 
siderafion of gfljm 

The Cheshire-based company 
is paying £&6m cash and issu- 
ing 193,548 ordinary shares, 
which traded at 308p yester- 
day. 

Finch earned £790,000 in the 
year to December 31 an turn- 
over of £&3m. Its assets were 
valued at £547,000 at year end 
and there were no bonowings. 

The acquisition gives White- 
croft a brand name position in 
a high growth market, the 
company said. 


Finch desig ns .manufact ures 
and installs the uPVC conser- 
vatories for domestic and com- 
mercial use. Whitecroft already 
makes uPVC replacement win- 
dows. 

Whitecroft, which also has 
Interests in textiles, lighting 
and pr operty develop ment, has 
shown strong growth in build- 
ing products, boosting pretax 
profits in the division to £2. 13m 
(£968,000) at its half year 
ended September. 

The group advanced 25 per 
cent at the interim to £6-03m. 

In July, Whitecroft sold its 
builders' merchanting interests 
for £S4m, to concentrate on 
buHdkig products. 


Acquisitions help lift 
Thorpac to £0.78m 


By John Rhkflng 

THORPAC, USM-quoted 
w mpiffofl frirpr and distributor 
of freezer and .coo k w are equip- 
ment, yesterday announced an 
increase in pre-tax profits from 
a restated £299^00 to £776J»0 
for the year to the end of 
March on sales 18 per cent 
ahead at £KU2m. 

AD of the improvement 
reflected acquisitions made 
during December 1388. Coppice 
Fun Containers, and its subsid- 
iary, Alnpack, were inducted in 
the figures on a merger 
acco u nted basis, and contrib- 
uted about t700j000 to profits. 

The balance came from 


Michael Freeman, distributor 
of display board products, 
which was accounted for cm an 
acquisition basis and contrib- 
uted for just over three 
months. 

Thorpac, the original com- 
pany, suffered mur ghwl losses 
and there were also costs relat- 
ingto aborted acquisitions. 

Since the year end the group 
has also acquired Avon Tin 
Printers for £675,000 in cash. 

E a rni ngs per share increased 
from 1.64p to 2.7lp and there Is 
an unchanged final dividend of 
&833p to malwtaili^ the l,66p 
totaL 


Filofax director resigns 

By Philip CoBBun 


Brunner nay rises 

Net asset value at The 
Brunner In ves t ment Trust was 
186.3p at May 81, against 
137.3p. Net revenue for the six 
mouths was up from £654,000 
to EL.lSm. 


MR DESMOND HEANEY has 
resigned as (tevdopzneut direc- 
tor of Filofax, the personal 
organiser com pany . 

The move follows the resig- 
nation of the UK sales and 
marketing director last Decem- 
ber and tiie a pp o hi tirwuit of a 
new mana ging director, Mr 
Ray Rankmore. 

Mr David Collisdhon, the 


group's chairman, said that Mr 
Heaney's role had ch a^py f fe 
recent years and he had 
Jtertped to return to his pub- 
fishing interests. Mr Heaney 
^placed. 

vuoax has suffered from 
sn«gtah sales in the last year 
and toe company's stockbroker 
h as fo recast a loss for the six 
months to June 30. 



W The Royal Bank 
M of Scotland Group pic 

The Royal Bank of Scotland Group pic 
US$350,000,000 Undated Floatng Rate 
Primary Capital Notes 
(issued 11th December, 1985) 
and 

The Royal Bank of Scotland Group pic 


« li 1 Az 1 f . 


2005 (issued 2nd May, 1985 as an Initial 
fonche of £100,000,060 
with authority to increase) 

b actsnbm Witt tbo Terms an) CatottaR 9 the afem 
RtfM, brie* a hereby gJwn that Citibank MJL, India Is *polnM 
is PriK$al Piybi ftfut a respset of the above nomd taxes la 
pJia of nurtorhwsf Bank Untod (fonarty Ctaftefbettr Japfcat 
pkj with effect (ran 2nd lapis! 1 J*L 

CtoUftanUlMWttSMMa^TtaSMttalaKttBH. 



CHARTERHOUSE 


3*°-* of 



MOLYNEUX ESTATES PLC 

|liooipoctfwdiaEii8lirdiawteewCoii^MidMAcMl9WtBl9S7.lkdetiMwdln&ntfandwUhi)Ba«MrT077829 

Placing by 

. guidehouse securities Limited 

9,000,000 Ordinary Shares of 25p each at 
55p per share 
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1NP 

JL ^SM, the mining , minerals and building 
materials group, is now leaner, fitter and stronger. 
With the annual results to prove it. 

In just 12 months negative earnings per 
share of 176 pence have been reversed into 
positive earnings of 83p a share. 

All our activities are now profitable. 

Major acquisitions have been made in the 
building materials field. 

Our management team has been further 
strengthened. 


Year to 

31 .March 89 . 

5 April 88 

£ooo 

Turnover 

110,929 

84,903 

Pro-tax profit 

' 16*517 

(29,028) 

Earnings per share-: 

8J5p .. 

(I76p) 

Dividend 

3.0p 

Nil 


And we now deafly target what many will 
see as major growth areas of the 1990s - low cost 
power generation, building and refurbishment 
and environmental management. 

In short, there is every reason to look 
forward with confidence. 


I IK Mining and Minerals 


NSM’s subsidiary. Coal Contractors Ltd, is 
Britain's leading producer of private opencast 
coaL The coal produced is generally of a higher 
quality than, other forms of coal, being lower in 
sulphur and chlorine. 

This makes it more environmentally 
friendly, more profitable and gives it a more 



exciting future than ever before. 

Coal Contractors’ strengths in opencast 
mining also make it well placed to take advi 
rage of the projected privatisation of electrici 


and coaL In addition, the company is exp anding 
production of fireday, gypsum and other 
minerals. 


UK Building Materials 

With our acquisition of Bison we 
now dominate the fast growing 
prestressed concrete flooring 
market 

Bison is the market 
leader in this highly profit- 
able field and its products 
are used in virtually all types 
of building. 

We have also made 
acquisitions in plastic - and 
timber _building . products. . . 
These will now be marketed under the 
Bison name, further enhancing its product range. 



US Millin g and Minerals 

NSM’s US subsidiary in Pennsylvania, PBS 
Coals Inc, specialises in supplying “compliance” 
(low sulphur) coal to power stations. 

80% of all its production is now sold for 
power generation locally and on the US Eastern 
seaboard. The company has substantial reserves 
and stands to benefit from impending add rain 
legislation. 

Indeed, the future 
for what has been 
termed “Green Coal” 
is outstanding, 
world-wide. 

PBS Coals 
Inc has also 
profitably resumed 
the shipping of metallurgical coal to the Japanese 
steel industry. 

To conclude, NSM has broken a lot of new 
ground in the past year. 

We are now focused on major growth areas 
and face the future with strength, confidence 
and purpose. 

NgM 



Tlie 1989 Annual Report will be maded to shareholders in 
please wikht 7T*- Se cr et ar y, NSM pic, Cad cod House, Cad con 


r. If you would Uke a .. 
Worksop. Nous S81 70F. 
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YOUR COMPANY HAS 
GROWN IN LEAPS AND 
BOUNDS. 

MAKE SURE YOUR NEXT 
MOVE ISN’T A LEAP IN 
THE DARK. 

Your company is successful. You are wholly independent, 
or an independently managed subsidiary. Growth has been 
rapid, yet you’ve already established a sound mana gement 
structure and good track record. 

Now, however, youVe grown to the point where you need 
to rnalrp plans for the nest stage of your development. 

The Growth & Development Programme at London 
Business School will help you do just that. 

THE GROWTH & DEVELOPMENT PROGRAMME 

The GDP is intermittently structured. It takes place over 
6 months, comprising 20 teaching days including 1 residential 
week. This avoids keeping you away from your -office for long 
periods. But enables you to explore within your own company 
the strategic options brought to light by your new-found skills. 

The Growth and Development Programme begins on 5th 
February 1990 and places will be restricted to directors of 
companies that show a strong growth profile. For more 
information, and an application form, call Cathy Scott at London 
Business School's Centre for Enterprise on 01-724 8357. 


LBS. Sussex Place, 
Regent's Park. London 
NWl 4SA. 

Tel: 01-262 5050 
Fax:01-724 7875 
Telex: 27461 LBS KOXG 



London Business School 


This announcement appears as a matter of record only 
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POLLY PECK 

INTERNATIONAL PLC 

las Borrower) 

US$70,(XX),000 

COMMITTED CREDIT FACILITIES 
Comprising 

US$35,000 W0 

REVOLVING CREDIT FACILITY 
and 

US$35,000,000 

REVOLVING LETTER OF CREDIT FACILITY 


Lead managed by 


COMMONWEALTH BANK 
OF AUSTRALIA 
(London Branch) 


UNITED MIZRAHI BANK 
LIMITED 

(London Branch] 


Provided and Underwritten by 


COMMONWEALTH BANK 
OF AUSTRALIA 
BANCO DINAFOU 
S.F.E. BANK LIMITED 
BERLINER BANK AG 
FORENINGSBANKERNAS BANK 


UNITED MIZRAHI BANK 
LIMITED (Group) 
SWISS VOLKSBANK 
BANCO DI SICILIA 
FOKUS BANK A/S 
PROVINSBANKEN A/S 


'and 

SKOPBANK 

Arranger and Agent 


m 


June 1989 


THE LONDON BRANCH 
UNITED MIZRAHI BANK LIMITED 



GENERALE 

BELGIQUE BELG1E 

DIVIDENDS FOR 1988 FINANCIAL YEAR 

Today’s annual general meeting has voted to pay out the following dividends 
from 21 June 1989 (amounts net of withholding tax): 

- BEF 1 15 on 25.534.673 fully paid ordinary “parts de reserve" (shares) 

- BEF 82,765 on 12.000.000 partly paid ordinary “parts de reserve" (shares) 
issued in 1988, 

- BEF 140,35 on 5.171.702 AFV "parts de reserve" (shares) 

Dividends on bearer shares will be payable at the following Banks on presenta- 
tion of coupon no. 22: 


Great Britain: 

Banquet Beige Limited 
4 Bfenopsgate, London EC2N 4AD 


United States of America: 

European American Bank and Trust Ccxipany, 

EAB Plaza, New York, NY 11555 


UK COMPANY NEWS - THE BID FOR GATEWAY 

Enigmatic structural variations 

Nikki Tait looks at the varied forms of financing behind the rival bids for Gateway 


I n structure, the £2m Was- 
serstein/A & F bid for 
Gateway shares certain 
features with the rival £L87bn 
offer from Isosceles - but also 
contains significant differ- 
ences. 

Both offers are leveraged - 
that is, financed to a very sub- 
stantial extent by pedally-ar- 
ranged syndicated loan facili- 
ties. And in both cases, the 
total funding package has to 
extend beyond the pure bid 

Hnanm ffuclf 

This is in order to refinance 
existing Gateway debt, put yes- 
terday at around £400m, and to 
provide working capital for the 
omroimt comoany. 

In the case of the new offer, 
the senior debt layer - the 
syndicated loan facilities — 
amounts to about ELTbn with 
Citibank, the US investment 
bank, acting as lead under- 
writer. 

interestingly. Citibank — 


took a similar role hi the previ- 
ous unsuccessful assault on 
Gateway from the smaller 
Barker & Dobson group in 
1887-88. 

Other banks underwriting 
the senior debt are Morgan 
Guaranty, Toronto-Donrinion, 
Security Pacific, and Manufac- 
turers Hanover. Rye other 
bank* have come in via the 
syndication. The senior debt 
element comprises a number dT 
facilities, with the longest term 
being seven years. 

After the senior debt comes 
a £500m “mezzanine” Wmmn» 
slug. Mezzanine flu*™** has 
many forms but, as its 
suggests, essentially shares 
scone of the characteristics of 
both debt and equity with a 
risk/return profile *ii«* fails 
somewhere between the two. 

J P Morgan, the US invest 
nsent bank. Is flTrwwg tn g tWa 
element and has underwritten 
the entire £500m. The appear- 


The steely retailer 
partly hidden by a 
lackadaisical mask 

By David Wader and Anatcde Kaletsky 


n mi> of mezzanine financing, 
common in the US, has been 
growing feature of UK bids - 
witness the BDDP offer for 
BMP and the Magnet manage- 
ment buy-out offer - but this 
is Its most significant use on 
the UK scene to date. 

The third layer is the equity 
financing. Newgateway, the 
bidfhng vehicle, will itself have 
£500m of equity, subscribed for 
by Newgateway Holdings. 

Newgateway Holdings, in 
turn, comprises £2S0n of 
equity from the Wasserstein 

Perefla partnerships while A & 
P is putting in £25Qm of junior 
subordinated debt. 

W asserstein Perella, 
the US investment 
boutique, has a 80 
per emit interest in the limited 
p ar tn e rships which it 
and which are contrite 

equity Alf*™**™* Its own 

c ommitment to the offer, there- 
for?, amounts to £S0m. WF said 


fP$F 


yesterday that the other i nves- 
tors in the partnerships were 
jntennliraal financial institu- 
tions, principally basks. 

By compar is on, the existing 
Isosceles package comprises 
yi phn of senior debt, £375m of 
mezzanine and £200m of 
equity. 

Its equity funding was origi- 
nally dim to come 
from four UK tost 
MAM. Globe, 3i, and 
Johnstone - some of — . t _ 
would tb*^n have been syndi- 
cated more widely. 

However, in order to give 
shareholders a chance of con- 
tinued participation in Isosce- 
les' future, the bidder subse- 
quently decided to make some 
of that equity available via a 
r*sh and paper alternative to 
its 2l0p per share cash terms. 

Given the number of parties 
involved in the Gateway situa- 
tion, it scarcely surprising that 
the number of advisees should 


be formidable - although foe 
actual length of the list has a 
distinctly Transatlantic Ba- 

& F is advised by NM 

A Rothschild and Dillon 
/“VRead; WF Management, 
which runs the WP limited 
partnerships, by Wasserstein 
Perella and Samuel Montagur 
and Gateway by Lazaro 
Brothers, Lazard Frferes and 
Morgan GrenfelL Over on the 
Other side, Isosce l es has S G 
Warburg as its merchant bank 
advisers. 

Yesterday, so one in the new 
bidder's camp was anxious to 
specify the level of fees 
involved in the WP/A A P ini- 
tiative - although Gateway 
has previously attac k e d Isosoe- 
les for incurring reported costs 
of £6Qm, or 7p per share, in the 
event of success. What can 
probably be safely said is that 
the cost of escape wffl not be 
cheap either. 


MR JAMES Wood, chairman 
and chief executive of A & P 
.and soon to be chief exe cu t iv e 
of the Gateway group, is the 
archetypal “mid-Atlantic” busi- 
nessman, with homes in New 
Jersey and Northumbria and 
an accent positioned some- 
where between Newcastle and 
New York. 

It looks as though he will be 
spending a little more time 
over on this side of the ocean if 
the Gateway deal goes 
through, although when asked 
just bow many days a week he 
will be dedicating to the UK 
stores group, he just shrugs his 
shoulders. 

With his legs drooped over 
his chair, and a relaxed Geor- 
die/Big Apple drawl to his 
voice, his manner is casual, 
almost lackadaisical. But no 
tme should be taken in by this: 
there is a steeliness to his char- 
acter which is obvious to any- 
one who has a look at his 
career. 

He has been' in the retail 
business for 45 of his 58 years. 
The son of a Tyneside building 
contractor, he started his 
working life at the age of 14, 
stocking shrives for a Co-Op 
comer shop in Newcastle. He 
worked for the Co-Op until 
1965 when he Joined Jimmy 
Goldsmith, rising rapidly to 
become head of Grand Union, 
Cavenham Foods* US super- 
market chain. 

In 1S0O, he joined the threat 
Atlantic and Pacific Tea Oo m- 
pany, an American f uriltiftiifww 
which had fallen on somewhat 
hard times. 

When it was founded, in 
1859, it was - as the very first 
discount store, selling tea at 
rock-bottom prices - at the 
forefront of the retail sector. 
By 1929, it was the US's second 
largest company after General 
Motors. By 1979, it was losing 
vast amounts of money. 

In fact, A & P lost no less 
than $43m in 1380. With the 
help of a ratio n ali s a t ion plan 
radical by any standards, be 
has turned this into a profit of 

8127m in 198& 

He closed 500 stores. bIwbImmI 
20,000 Jobs and shut down all 
the company's food manufac- 
turing businesses. He was 
granted options over l.lm 
shares when they stood at $4 
apiece; now they stand at $80 
and he owns 5 per cent of a 
company capitalised at over 
$2bn. 

According to Mr Edward 
Comeau, retailing analyst at 
Oppenhehner & Co, Mr Wood 


Exceptional charge 
trims Welpac rise 

Welpac, the USM-qnoted 
hardware, DIY and electrical 
products packager, yesterday 
reported a modest rise from 
£331.000 to £98LOOO in prefax 
profits for the year to end-Jan- 
uary. Turnover rose from 
£10 Jm to £11. 03m. 

The figure was struck after 
an exceptional charge of 
£72,000 relating to expenses 
incurred in the design and 
Implementation of a new pack- 
aging range. 

The directors said that while 
the group was trading satisfac- 
torily, ftomanri in thp retail SeO- 
tor was likely to remain at 
present levels until Interest 
rates were reduced. 

Earnings per 7p share were 
2.39p (2-41p) and the single div- 
idend is a same-again CL55p. 


Reliance Security 
tops £2m mark 

Reliance Security Group, USM 
quoted provider of manned 
security services, achieved an 
1&6 par cent increase in pre- 
tax profits to £&07m Iter the 
year to April 7 1989. 

Turnover increased from 
£30.62m to £34. 16m. and earn- 
ings per share were up from 
109p to 124p. 

A final dividend of 4J25p was 
proposed, making 5.7Sp (4.75p) 
for the year. 


has a three step 'common- 
sense approach” to turning 
around supermarket 
operations. 

First, he Is never reluctant 
to sp ^ meti md is at 
getting the best price for the 
ones he does not want 

Secondly , h e installs 
extremely effecti ve financial 
control system s on a store by 
store basts. Unlike many super- 
market gro u ps which monitor 
only a few financial variables 
like sales, labour costs and 
costs of merchandise an a regu- 
lar basis, Mr Wood requires a 
weekly profit and loss state- 
ment from every store covering 
about 25 more detailed items 
such as rents, utility costs, 
coupons, discounts and mar- 
keting expense s . Tbfa enables 
Tiim to identify areas of under- 
performance and market 
opportunities more quickly 
than many competitors. 

Thirdly, A & P runs a highly 
regarded "hospital progra mm e* 
on stores which underperform, 
sending in specially-trained, 
teams of internal consultants 
who are often aide to generate 
tumrounds with surprising 



Alec Monk, Gateway chairman and James Wood, chairman of A &P, in a jocular mood yesterday. 

German muscle behind A & P 


Obviously all of these 
could come in useful in 
revamping Gateway, although 
it is worth recalling that many 
of the same rfaima were made 
for Mr Monk when he was orig- 
inally expanding Dee. 

Where A & P is weaker, 
according to Wall Street ana- 
lysts, is in the marketing skills 
required to generate internal 
growth and produce higher 
profits by shifting sales 

towards hi g h-maT g tn fama Bhe 
delicatessen and fresh produce. 
*A & P is not an the catting 
edge of merchandising and 
market innovation', says Mr 
Gameau. 

Ms Susan Spielberg of Sher- 
son Lehman Button notes that 
"enthusiasm for A & P Is 
by the lack of mean- 
in teraally generated 
sales growth" in recent 


By Haig Shnonlan 

THE TENGELMANN group, 
which holds a 62 per cent 
stake in A & P, the joint-bid- 
■ far fox Gateway, Is one of 
West Germany's biggest retail- 
ers, with total sues of just 
under DM 35bn in the 1987-88 
financial year, up from DM 
801m In the previo us year. 

Among Us best-known trad- 
ing namra in its heme 
apart from Tengehnami itself; 
are Kaiser’s Kaffiee (coffee), kd 
(drag stores) and PLUS, (a 

ImuHwff Hltm mrfM ft fa based 
in the industrial city of Mfil- 
beini farthe Rohe. .. 

However, like many large 
West German retailers, Ten- 
grtmami has become -inaea»- 
ingly constrained domestically 
on account of monopoly 
restrictions and extremely 
tough zoning laws, which in. 
particular, severely limit the 
opening of new out-of-town 
s upermar kets. Hence a grow- 
ing stress on foreign expan- 


Some 67 per cent of Tengd- 
ntann's turnover already 
stems from foreign business, 
notably its stake in A & P. in 
which It first took an i n te r e st 
in 1979. Tengebnann i«« also 
expanded in Europe and 
already owns Wurmaw, a 144- 
store Chain which Is the 
Netherlands* fourth biggest 
retailer, and Lowa Warenban- 
deL an Austxdan food retailer. 

Together, fhegronnhas over 
4£Q0 stores around the world, 
some 8^00 of them in Europe. 
The European workforce cur- 
rently amounts to about 62,000 


fet- despite its. size, and 
International Iwrtton, Tengel- 
matin itself remains something 

of an e ni gma . T*g g iitd fag WgM 

and .sole owner is Mr Erivam 
Hash, the 56-year dd direct 
descendant of the Scbutltx- 
SchaQ family which founded 
the company, named after 
their attorney, Emil Tengel- 
maim. in Maiheim in 1867. 


Moreover, like a number of 
other leading West German 
ly fatlfai g nr mall order CTWPft- 
nies, such as Aid! or Otto Ver- 
sand, Tengetaann is not only 
8tm in private hands, but also 
pnbti ri ty-why. 

While by no means as seen- 
ttve as AMI, West Germany's 
biggest food retailer and its 
neighbour in the Ruhr, Tengel- 
nurnn's information flow Is 
also caretaHy screened. 

For example, press enquiries 
tend only to be bandied in 
writing: Financial information 
is often similarly selective - a 
privilege ' of. privately-owned 
companies in West Genuany. 

Disclosures about prafitahn- 
tty are conspicuous by their 
absence. The reasons, accord- 
ing to Ms Rosemarie Baumeis- 
ter. Its press chief, is that 
rrengelmann deliberately 
declines to publish Its results 
mainly for competitive rea- 


“Alec [Monk] Is a wheel- 
erdealer who has put a num- 
ber of good old chains 
together* Mr Wood observed 
yesterday, “but it’s a d i fferent 
matter to create a single cul- 
ture for all the stores at 
ground level. He's well bked by 
file people he works with, if 
not by the City, but he needs a 
lot of help getting a new strat- 
egy together. Together, well 
get things done”. 


Continuous Stationery edges ahead 


RELATIVELY static 
was r eported by 
itindouB Stationery, the 
bosiness ftynw nfanwiw ry . 
group which takes in the Pran- 
taprint operation, in the 12 
months to March 81 1989. 

Turnover expanded 74 per 
cent to SX7J6m (£9A 7m), but 
prefax profits showed only a 
slight Imp rovement to £L14m 
(£L08m). 

The pro fi ts figure , however, 
was struck after exceptional 
debits of £498,000 (credit of 
£243^)00), and increased inter- 
est charges of £126,000 
(£57,000). 

At the operating level, prof- 
its were more than doubled at 
£L76m. 

Prontaprint was included 


from May 1988 and made a 
“very satisfactory and promis- 
ing maiden contribution” 
ac cordi ng to Mr Bfli Eastwood, 

riuriiiium. 

In contrast, the business 
forms side was affected by 
losses incurred at the Fairfield 
operation in Hampshire, reduc- 
ing divisional profits to 
£800000 (£850,000). The division 
has subsequently been re- 


grouped and no further 
adverse effects on trading were 
anticipated, Mr Eastwood raid. 

He added that trading for the 
first two months of the c urrent 
year bad been sa tisfactor y 
ahead of the same period faffr 


Earnings per lOp share 
dipped [to 4J8p <9-36p). but the 
total dividend is raised 0.5p to 
3-5p via a final of 2.6p. 


DP 




The Annual 
been 


as of 31st December 1988 has 
and nay be obtained from: 


i mru 

lam? 


Fiereon, Heldring & Pierson NV. 


Herengrachc 214, 1016 BS Amsterdam, The Netherlands. 



Ansett Worldwide Aviation USA 

(Lessee) 

has completed Leveraged Lease Financings 
of two Boeing 757-200 aircraft 

WestLB has provided the debt and arranged interest rate swaps 

US-$ 68,800,00 
WestLB 

Westdeutsche Landesbank 

Dusseldorf 
April 1989 

London New York Tokyo Hong Kong 

WestLB International S A, Luxembourg Banque Franco-Allemande S A. Pari«i 
Westdeutsche Landesbank (Schweiz) AG, Zurich ’ ' 
Representative Offices: Beijing Melbourne Moskow Osaka Rio de Janeiro Toronto 
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UK COMPANY NEWS 


Feeling the effects of a technology shift 

Paul Abrahams assesses the reasons for Crosfield Electronics profit fall 

C ROSFIELD Electronics forms one of Cro 

is used to announ c ing I . business segmen 

nothing but good news -As;: -- * \ :■ ™ no 9 ner cent of 

.^sx si : 


C ROSFIELD Electronics 
is used to announcing 
nothing but good news 
at its animal press conferences. 
Until recently it has been the 
fastest growing and most prof- 
itable division of De La Sue, 
the security printer and 
manufacturer of sophist- 
icated printing technol- 
ogy. 

But at today’s conference Mr 
. Tim Sairnmn, Crosfield’s manag- 
ing director and deputy chief 
executive at De La Sue, win be 
facing some hard questions 
about the division's latest fig- 
ures which contain little hid; 
bad news. 

He will be trying to explain 
why profits dropped from 
£21.1X0 in 1987 to £5-2m last 
year. The decline Included a 
loss of El.lm in the second 
half, which helped drive De La 
Rue’s overall profits down by 
57 per cent When the results 
were announced earlier this 
month, De La Rue said it was 
looking for a strategic partner 
for Crosfield. 

Since then it has emerged 
that customers and competi- 
tors were surprised by some of 
the explanations given by 
Crosfield for the downturn. In 
particular, attention ha» been 
drawn to the colour graphics 
side which generated about 
53 per cent of the 
division's turnover last 
year. 

Customers accept that mar- 
gins .in .the market for scan- 
ners, used to input images into 
computers, will have been 
affected by increasing price 
competition in the Far East 
and elsewhere. However, the 
reasons given for the decline to 
sales of electronic page compo- 
sition machines, used to 
manipulate digital images in 
preparation for printing and 
which should offer greater 
opportunity for margins, are 
raising eyebrows. 

The first reason given by 


Crosfield was that there bad 
been an industry-wide trough 
in orders caused by doubts 
about the US election last 
year. 

However, Scttex, the Israeli- 
based company controlled by 
Mr Robert Maxwell, and Cros- 
field's main competitor in the 
market. Increased revenues in 
the US by 28 per cent during 
1988. Scitex is more riwpgnriCTt 
upon the US than Crosfield 
with 39 per cent of last year's 
revenues coming from this 
area compared with CrosSdd’s 
31 per cent 

Customers also doubt that 
high interest rates, Manual for 
the down-turn in sales, had 
affected pur chasing decisions. 
Mr Stephen Wells, production 
director at Electra Graphic 
Systems, one of London’s larg- 
est independent reprograhics 
companies, rejected the 
idea. 

“The reprographics industry 
19 driven by the need to keep 
up with the Joneses,” he 
explains. “H you are going to 
keep your clients in the main 
advertising companies happy, 
you have to install the best, 
quickest and most up-to-date 
equipment” 

Mr Wells and other custom- 
ers believe that the one of the 
main reasons for Crosfield’s 
problems lies in a technology 


Property Increase behind 
Markheath’s 15% rise 


By Ray Bashford 

MARKHEATH, the British 
investment vehicle for Mr J ohn 
Spalvins, the Australian busi- 
nessman, boosted pre-tax prof- 
its 15 per cent to £ll.7m dining 
the year to December 31. 

The value of the company's 
property portfolio increased 28 
per cent to £909m (£70.700, of 
which 76 per cent is let. 

On a gross profit basis, 
income from investment prop- 
erties was £Lflm (£956.000) and 
income from development 
properties £L3m (£668,000). 
Surplus on disposal of 
investments was £2.4m 
(E8.7U1). 

.Net assets per share 
increased 32 per cent to 86. 7p 
and earnings per share rose 7 
per cent to 13.Q2D. 

Markheath added properties 
in Regent Street and Tavistock 
Place in central London to its 
investment and development 
portfolio during *ha 12 months 
uniter review. It also made pur- 


chases in Chiswick, Southgate 
and South Harrow. 

The policy of investment in 
UK companies continued. The 
two principal tHKrlnnnri invest- 
ments are a 26 per cent stake 
in Camford Engineering, the 
Stevenage-based motor compo- 
nents group, mu! is per of 
Frugmore Estates. 

Mr Spalvins yesterday 
that ' Markheath was a 
long-term i n vestor which was 
not interested in break-up situ- 
ations. 

Directors have recommended 
a final dividend of &5Qp CUQp) 
which with the improved 
interim of L5p Hfta the total for 
the year to 5p. 

Seafidd £1.98m buy 

Seafield is to acquire Peter 
Downing (Worksop), a haulage 
and warehousing group, for a 
total canstderatiop of £i-P8m . 


imr.. 
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shift. De La Roe mentioned the 
point earlier this month when 
it said that the business was 
prone to volatility during peri- 
ods when new products were 
being introduced. 

Crosfield is introducing a 
new range of products, called 
the Studio 9500 series, based on 
32-bit microcomputer technol- 
ogy. It should increase the 
company’s margins because it 
is cheaper to manufacture than 
the earlier mini-computer- 
based products. 

However Scitex launched a 
wimHar 32-bit platform 18 
months ago and completed the 
range at the end of last year. 
The launch of the complete 
Studio 9500 range, which was 
annnnnrftrt well behind Scitex’s 
equivalent, has been delayed 
by- three months after prob- 
lems with the design of the 
application-specific integrated 
circuits (Asics) necessary for 
Hw nwnhiwwi The launch is 
now expected to be completed 
in October at the 
Chicago-based trade-show, 
Graphexpo. 

Because of Scitex’s earlier 
launch and the delays in deliv- 
ering its own system, Crosfield 
has been left competing 
against Scitex’s up-to date 
micro-computer technology 
with mini-computer systems 
which are often more expen- 


GEI Inti 
expands 24% 
to £6.55m 

A 24 per cent improvement in 
pre-tax profits from £5^8m to 
£&55m was announced by GEI 
International, specialist engi- 
neering group, for the year to 
March 31. And, with the fig- 
ures for April, May and the 
first part of June, Mr Thomas 
Kenny, chairman, stud he was 
confident that next year would 
show a ftnther increase. 

A final dividend of 4.4p 
(3Slp) is recommended ‘for- a' 
6.54p (5.85p) total. Earnings 
worked through at IL4p (9:5p) 
pm 1 20 p share.-' - 
Although turnover fen from 
£8L9m to £7223m the cost of 
sales dropped £10m to £5SL76m. 
Oper atin g expenses were also 
lower at £UL96m (£l&S9mX 
Tax took more at £2^39m 
(£1.85m) »nd there was an 
extraordinary £677,000 credit 
(£l.87ln debit). Some £675,000 
(£932,000 loss) of this related to 
the disposal of businesses 
within the engineering prod- 
ucts division. 


■ VOLEX ■ 

GROUP ■ 

'Electrical Controls and Communications Systems' 

Preliminary Results 

for the year ended 31 March 1989 

Turnover up 23% to £103m 
Pre-tax profit up by 39% to £9m 
Earnings per share up 25% 
Dividend increased by 33% 



tbar ended 

31.3.89 

£000% 

year ended 
31.3.88 
£000*5 

Turnover 

102,589 

83.434 

Profit before tax 

9,144 

6,565 

Profit after tax 

6,783 

5.385 

Earnings per ordinary share 

44.4p 

35.5p 

Dividend per ordinary share 

16.0p 

12.0p 


The Report & Accoun/s for 1989 be published on 11 July 1989. 
To Obtain a copy please contact the Secretory: 

VOLEX GROUP p.l.c. 

Vfotex House. Llssadel Street. Salford M6 6AP 
Telephone 061-736 6822 




sive far the customer to install . 
because they require special 
airconditioning. 

These older machines are 
aim more expensive to manu- 
facture than the micro-com- 
puter systems, and analysts 
believe that the rise in Cros- 
field’s sales at the end of its 
financial year - after disas- 
trous sales between October 
and January - was only 
achieved through heavy dis- 
counting on already tight mar- 
gins. 

Sdtex says that the main 
result of the technology gap 
has been that some significant 
Crosfield customers have 
purchased Scitex electronic 
page composition sys- 
tems. 

Mr Jim Salmon admits, for 
example, that Wace, the 
world’s largest pre-press com- 
pany, which has had close rela- 
tions with the division, 
recently purchased about £6m 
worth of equipment from Sci- 
tex. 

However, he insists that this 
is part of the swings and 
roundabouts of the market and 
that the technology problem 
most be kept In proportion. He 
points out that Crosfield 
recently beat Sdtex and Atex 
for a large contract at the Bal- 
timore Sun for news publish- 
ing equipment This sector 


forms one of Crosfield's other 
business segments and made 
up 9 per cent of its revenues 
last year. 

However, Mr Charles Pick, 
an analyst at the Nomura 
Research Institute in London, 
points out that the downturn 
in the Crosfield's profitability 
suggests that its diversification 
into areas such as news pub- 
lishing has not yet reduced its 
vulnerability to the cyclical 
nature of the colour graphics 
industry. He says the division 
is still heavily dependent upon 
colour graphics and the sector 
seems to have moved from 
wave to trough. 

“Without a doubt, Crosfield 
is caught in a technology gap,” 
says Mr Pat Malvaney, divi- 
sional managing director at 
Wace. “Its experience is a car- 
bon-copy of what happened to 
Scitex in 1966 when sales col- 
lapsed before it launched its 
new generation of equip- 
ment.” 

In tin* mean time, Mr Salmon 
says De La Rue is looking for a 
strategic partner with a .com- 
plementary set of shills which 
would be willing to take a 50 
per cent stake in 
Crosfield. 

He says that Crosfield is 
capable of sustaining itself, but 
that it needs to make 
sizeable acquisitions. However 
the level of funds available 
from De La Rne are 
insufficient 

Mr Salmon indicates that 
partnership talks are being 
focused on one particular part- 
ner, but he win give no bint of 
who it might be. A possible 
candidate is Mr Robert Max- 
well who already has a 15 per 
cent stake in De La Rue. How- 
ever, Mr Arie Rosenfold, presi- 
dent of Scitex, says that anti- 
trust legislation might block 
such a move. Another potential 
candidate is Full of 
Japan. 


All-round 
growth 
lifts Volex 
to over £9m 

GROWTH THROUGHOUT its 
range of operations prompted 
a 36 per cent expansion in tax- 
aide profits at Volex Group in 
(he year to end-March 1989- 

The Salford-based electrical 

controls and co mmon hoHmn 
systems manufacturer posted 
the increase - up from £6 .57m 
to £9. 14m - on turnover 
ahead 23 per cent to £102J&m 
(£83.43m). 

Mr Peter Frost, chairman, 
said the outcome was attribut- 
able to carefully controlled 
overheads and expenses. Oper- 
ating margins Improved from 
8L8 per cent to 9.7 per cent, he 
added. 

The group did not break 
down the results by division, 
but Mr Frost said that volume 
growth was achieved in all 
divisions with the smallest 
increase being recorded in 
electrical accessories. 

Shareholders’ funds at the 
group’s year end were 28 per 
cent higher at £32. lm and 
gearing reduced over the 
period from 29 per cent to 15 
per cent. This left Volex “Ide- 
ally positioned to fond future 
expansion, whether Internally 
or by way erf acquisition” he 
«aM_ 

Earnings per share 
advanced to 44.4p (35 ^p) and 
the proposed final dividend Is 
lifted to lOp for a total of L6p 

(12p>. 

Kleinwort Charter 

The net asset valne of 
Kleinwort Charter Investment 
Trust stood at 181.6p at May 
31 compared with 151. 3p a 
year earlier. 

Gross income for the six 
months rose from £2.8m to 
£3.33m. Earnings per share , 
were 2.14p (l.75p). The interim , 
dividend Is L075p (0.95p>. 


NSM in takeover 
talks as it returns to 
profit with £16.5m 

By Davhl Waller 


NSM, the recently restructured 
private coal mining group 
which used to be known as 
Burnet & Hallamshire and 
which is 26 per cent owned by 
Anglo United, has been 
approached by Anglo as a pos- 
sible buyer for parts of Coalite, 
the fuel distribution group for 
which Anglo has launched a 
£427 m leveraged bid. 

Speaking as NSM revealed a 
turnround from a pre-tax loss 
of £29m in 1987-88 to a profit of 
£16.52m in 1988-89, Mr Don 
Carr, chairman, said that his 
company had talked to United 
- and acknowledged that 
Coalite contained a number of 
businesses which would fit its : 
long-term strategy. 

These included Coalite's 
'minerals activities, its cement 
substitute business and its 
waste disposal subsidiary. 
However, Mr Carr insisted that 
no formal bid had been made 
for any of these and. moreover, 
that NSM was now run wholly 
independently of Anglo. 

This was in spite of the fact 
that Mr David McEriain, chair- 
man of Anglo, and another 
Anglo director still sit on the 
NSM board. As part of the com- 
plex restructuring at BAH - 
for which Mr McEriain is 
widely credited - Anglo ended 
op with Its large stake in NSM. 

Mr Carr said yesterday that 
NSM owned no shares in Coal- 
ite, but did concede that Coal- 
ite had been among a number 
of companies he had talked to 
about a possible merger over 
the past year; he declined to be 
more specific. 

The fruits of the rationalisa- 
tion were seen in yesterday's 
figures for the year to the end 
of March. Turnover rose from 
£84 9m to £110.93m and operat- 
ing profits catapulted from 
£2. 76m to £20.77m. A loss of 


Share price (pence) 
100 • . . . 




176p per share turned into 
earnings per share of 8.5p: a 
dividend of 3p per share is pro- 
posed. the first payout on the 
ordinary share capital for 
almost five years. 

The results benefited from a 
six months contribution from 
Bison, the concrete flooring 
company which NSM bought 
last September for £82.5m. This 
chipped in some £?.7m to the 
operating profits, while the 
mining businesses in the US 
and the UK made £13m 
between them. 

The previous year’s operat- 
ing profit on the continuing 
businesses was £2.76m; the UK 
side then made CSrr. but the US 
was loss-making. 

The interest bill dropped 
from £4. 65m to £4.26m; with 
net borrowings of £2Sm. gear- 
ing at the moment stands at 31 
per cent 

JE England 

J. England Group lifted pre-tax 
profits from £16.240 to £284,818 
for I98S. No dividend was pro- 
posed - none have been paid 
since 1983. 


Every step they take, 
every move they make, 


In business, no one ever got one-up by 

keeping themselves in the dark about we 


what die competition's doing. 

Some companies rely on their 
staff to keep an ear to the ground, a 


wa 


finger on the pulse and a wine glass to 


the w al l. 


And expect them to deliver a full 
day’s work too. Assuming they can 


pe’ll be 
atching 
them. . 


Eveiy week we collate, index and 
cross-reference over 3,000 articles 
and print them on a set of handy 


cards. 


It’s the perfect means of ensuring no 


one in your organisation is wasting 


For just 35p per working day, our their time and your money watching 


team of expert researchers will 


find the time after tying themselves up monitor information about five 


in knots for the sake of getting the 
low-down on the opposition. 

But if you’re the sort of boss who 
wouldn’t ask staff to do a single thing 


companies of your choice which 
appear in over 60 publications 


worldwide. 


Facts, figures, background 


every step the opposition takes. And 
the simple, cost effective way to keep 
tabs on eveiy aspect of the market 
With McCarthy Information you’ll 


never be better informed. And in 


business, that's as good a way of 


you wouldn’t do yourself, you’ll think information. Even the occasional juicy getting one-up as any. 


again. You’ve got better things to do 
than sift through the leading national 
and international publications day 
after day. And so have they. 

So if you value your staff for what 
they’re best at, contact McCarthy 
Information. Because gathering 
information is what we’re paid to do. 


Don’t be a don’t know. 


COMPLETE THIS COUPON AND SEND rT TO JULIAN CAUNCE, 

McCarthy information ltd, manor house, ash walk, Warminster, 

WILTSHIRE BAI2 SPY, U.K. TEL: 0985 215151. 

PLEASE SEND ME DETAILS OF McCARTHY INFORMATION SERVICES. 


NAME 
j OB TITLE 
COMPANY 
ADDRESS 


COUNTRY 


McCarthy 

Information 

Services 


FT 4/6 


J 




38 


FINANCIAL TIMES WEDNESDAY JUNE 21 1989 


COMMODITIES AND AGRICULTURE 


tore w!* y Brazilian sugar-alcohol strategy turns sour 

John Barham describes the problems of a fuel policy which was once the source of immense pride 


zinc mine 
to close 

By Kieran Cooke In Dublin 

A STRIKE at Tara Mines In the 
Irish Republic could force the 
closure of what Is said to be 
Europe’s biggest zinc mine. 

The management said that if 
Id underground crusher opera- 
tors continued with their strike 
the mine, about 30 thUpw north 
of Dublin, would run out of ore 
and operations would be 
halted. 

The crusher workers want 
extra bonuses for operating 
new equipment The interven- 
tion of the Irish Labour Court 
failed to stop the workers 
going ahead with their strike. 
The management has issued 
protective notice to more than 
700 employees but says it are 
hopeful that operations will be 
continued. An official said the 
mine was now operating an “a 
day to day basis.” 

In the past there have been a 
number of labour disputes at 
Tara. The company was also 
involved in a long running 
argument with the Irish Gov- 
ernment over the terms of its 
operating lease and with 
another mining group over 
mining rights. 

In April the Irish Govern- 
ment sold its r emaining 35 per 
cent stake in Tara Mines to 
Outokumpu, the Finnish state 
mining concern, for $50m. At 
the time of the sale the Gov- 
ernment admitted that it had 
not received “a brass far thing ” 
in royalties from Tara since 
taking up its stake in 1975. 

Outokumpu bought the 
other 75 per cent of the com- 
pany from the Canadian regis- 
tered Tara Exploration Com- 
pany in 1986. Recently Tara 
was said to have been making 
substantial profits following 
the str eamlining of some min- 
ing operations and through ris- 
ing zinc prices on the world 
market. 

• The price of special high 
grade zinc for immediate deliv- 
ery rose by $45 to $1,805 a 
tonne on the London Metal 
Exchange yesterday, mainly 
reflecting worries about a 
walk-out by employees at the 
zinc refinery of Metallurgie 
Hoboke n-Overpe It in Belgium 
in support of striking col- 
leagues at the group's copper 
refinery- This stoppage of 
refined zinc output is likely to 
have a quicker impact on sup- 
plies than the dispute at Tara 
which produces zinc in concen- 
trate. 

The market also took in its 
stride news that mineworkers 
in Peru, which produces about 
11 per cent of the non-Commu- 
nist world’s zinc and about 6 
per cent of the copper, have 
called a nationwide, indefinite 
strike probably from August 
14. A three-day strike in April 
had only partial success and 
observers suggested the Mine- 
workers’ Federation was split 
about whether to call a strike. 


N ever in its tortuous 

history has Brazil's 
sugar and alcohol 
industry suffered such chaotic 
mismanagement as it has in 
recent months. 

In May, the country’s ambi- 
tious alcohol programme faced 
collapse as supplies of the 

alternative fuel began drying 

up, and the shortage is far 
from over. 

In March, the president of 
the country's Sugar and Alco- 
hol Institute (IAA), which over- 
sees the sector, resigned fol- 
lowing reports of corruption in 
closing export contracts. And 
at the beginning of June, Gov- 
eminent flttfag ring over sns&r 
export policy disoriented the 
market. 

The sugar in du str y an d the 
14-year-old alcohol sector the 
IAA Is meant to command, are 
vital to Brazfi. About 4m cars 
are fuelled tv wlwihpi itintiTTori 
from sugar cane and sugar pro- 
duction is the mainstay of 
many regions of the impover- 
ished northeast of Brazil. 

Despite its importance, the 
IAA, which was founded over 
50 years ago, has lapsed into 
decay. The sector it controls so 
Ineptly is riven with often 
astonishing inefficiency and 
waste that Brazil can ill afford 
at a time of severe wrainmii! 
trouble. 

The single most important 
cause of the sector’s problems 
is that, because it operates so 
un economically, it can only 
survive with government coor- 
dination and subsidies. When 
the Government fails to cany 
out its command role ade- 
quately, the entire system runs 
the risk of collapse. 

The institute tells producers 
how much cane to grow, how 
much to torn into alcohol and 
how much into sugar and how 
much of the sugar can be 
exported. It is one of a plethora 
of government agencies that 
organise the astonishingly 


complex subsidy and pricing 
structure that keeps the vast 
alcohol distilleries of southern 
Brazil in business and allows 
the survival of Inefficient 
sugar producers in the nor- 
theast. Until this week, the 
IAA also acted as sate agent for 
Brazil's sugar exports. Coper- 
sucar, an important Sao Paulo 1 
sugar and alcohol co-operative, 
says waste, inefficiency and 
export trading losses cost the 
institute US$150m to $200m a 
year. 


Mr Maranhao fa an enthusi- 
astic supporter of free trade. 
“We are in favour cf free enter- 
he said. "We want free- 
to export without subsidy 
and without taxes.” 

By tradition, only the nor- 
theast is allowed to export 
sugar, a privilege it Is unlikely 
to lose in the foreseeable 
future. But Mr Maranhan 
opposes an export tax to 
finance sugar buffer stocks 
that would even out the nftan 


The sugar and alcohol sector is riven with often 
astonishing inefficiency and waste that Brazil 
can ill afford at a time of economic trouble 


The Government had tried to 
close the IAA altogether as far 
back as 1985, when an audit by 
the accountants Price Water- 
house uncovered dozens of 
cases of corruption and embez- 
zlement But the weak Govern- 
ment of President Jose Sarney 
backed down because of politi- 
cal pressure. Politicians trea- 
sure organisations like the 
IAA, because they ate invalu- 
able vehicles for patronage. In 
1987 the Government decreed 
an end to the institute's export 
monopoly, but squabbling 
among producers, politicians 
and bureaucrats forced it to 
postpone the measure for a 
year. Congress finally 
approved privatisation early 
this month, only minutes 
before the proposal was due to 


The IAA Is too inefficient to 
defend Brazil’s interests in the 
export market Mr Gustavo 
Maranhao president of a 

growers’ association in the nor- 
theast, said northeastern 
exporters would be able to 
negotiate contracts that more 
than covered their costs. He 
said the institute lost an aver- 
age $80 on every tonne of sugar 
it exported. 


violent price fluctuations in 
tf*» sugar market 

However, the export privati- 
sation law guarantees that the 
Government will “ensure 
under any circumstance, the 
continuation of the sugar and 
alcohol industry’s production 
in' the northeast*’ Mr Reynaldo 
Alcantara, a specialist in 
export at Sao Paulo’s Cppersu- 
car co-operative, said the nor- 
theast “has the right to malm 
money now that the market is 
strong, but it «ian has a law 
protecting it from bankruptcy 
when the price comes down.” 

The Sao Paulo producers say 
they will be called upon to bail 
out the northeast when prices 
eventually subside. Their mis- 
givings have slowed down 
progress toward privatisation. 

Sugar is just too important 
to the politically powerful nor- 
theast to be folly exposed to 
the harsh winds of free enter- 
prise. Sugar generates between 
25 and 30 per cent of the 
region’s income and its most 
powerful politicians are invari- 
ably sugar barons. 

The northeasterners are not 
the only group to have abused 
the IAA over the years, but 
they are certainly the most 


prominent Last year the state- 
owned bank in one northeas- 
tern pauper state collapsed 
ureter the weight of uncofiecta- 
ble loans it had matte to mil- 
lionaire sugar producers. 

In Sao Paulo, police found 
that companies had diverted 
government subsidies to build 
alcohol distilleries to more 
profitable aids. Sugar produc- 
ers throughout the country are 
known to cheat the institute 
out of millions of dollars every 
year, but the institute hardy 
ever prosecutes offenders. Ne- 
ther does it try to recover mis- 
appropriated funds. Producers 
owe the Government over $lba 
in dishonoured loans. Foreign 
trading bouses are accused of 
abusing export regulations and 
obtaining suspiciously gener- 
ous export contracts. The IAA 
is under severe criticism for 
having signed contracts to 
export some 1.7m tonnes of 
sugar oven the coming four 
years, sometimes at prices 
fixed at a fraction of the cur- 
rent market leveL 

Mr Christopher Kohl, the Rio 
de Janeiro representative of 
Sucres et Deludes, an impor- 
tant French commodity trader, 
said the trouble with doing 
business with the IAA “is that 
things rfiang a a lot — minis- 
ters, officials change and you 
have to reconvince people all 
the time. Most people in the 
business are just not commodi- 
ty-oriented.” Misunderstand- 
ings cause unjustified accusa- 
tions of wrongdoing. 

Although the institute is fre- 
quently said to be among the 
most corrupt in Brazil, Mr 
Kohl Bail! that “the IAA hag 
done a good job, despite its 
problems. It does not have 
highly paid staff and it can’t 
afford the best and we do have 
problems explaining ideas to 
people. After six to eight 
months, they start tear 

and things start moving 

suddenly they’re gone.” The 


Ml UUU. UUI 

l o a rninp quarter 
ring demand 


IAA has had six presidents in 
four years. 

Ineptitude in the export mar- 
ket may be hi g hl y damaging — 
Brazil shipped $$45m worth of 
sugar in 1988, equivalent to 1 
per cent cf all its exports that 
year - but it is not nearly as 
catastrophic as the crisis fac- 
ing the alcohol industry. 

Unlike sugar production, 
which could be made profit- 
able. but a limited role in 
the economy, the alcohol 
industry is profoundly uneco- 
nomic, but h as a wide-ranging 
im part on daily ^ Misman- 
agement only mwiww th«» situa- 
tion far worse. Alcohol is just 
too expensive to become eco- 
nomically viable, but it absorbs 
90 per cent of BrazU’s annual 
sugar cane output of 241m 
tonnes. 

When the policy was intro- 
duced in 1975, Brazil was pros- 
perous and the al ternat iv e fuel 
was a source of immense pride. 
Now it is widely attacked for 
draining scarce resources that 
the country can no longer 
afford to squander. 

One barrel of alcohol costs 
$45 to produce, twice the cost 
of a barrel of petroL But the 
Gov ernment sets the price of 
alcohol at 25 per cent below 
the price of petxoL High petrol 
retail prices subsidise the high 
cost or distflhng alcdhoL 

Obviously, if tills policy were 
to continue, there would even- 
tually be no more petrol-driven 
cars left to cross subsidise alco- 
hol cars. 

Worse still, the Govern- 
ment's efforts to control infla- 
tion have created a severe alco- 
imi shortage. B has held the 
retail price of alcohol and the 
price paid to cane producers 
artificially low, even though 
that has discouraged produc- 
tion and encouraged consump- 
tion. Output has increased by a 
narter since 1985, while 
has risen by two 

fhinte 


The rfiidpms came home to 
roost in May, when the Gov- 
ernment's strategic stocks 
were exhausted a 
began to afflict even the key 
alcohol producing regions. 
Since then, supplies have 
improved. Kit producers still 
say they ar e not bein 
enough jmd warn that 
ages could continue. 

The Government has real- 
ised that the (ally immediate 
answer to the alcohol problem 
is to decree a reduction in the 
production of alcohol-fuelled 
cars, to the fury of the car com- 
panies. In 1987, 94 par cent of 
BrazH’s care were built with 
specially developed alcohol 
engines. By next year, only 
half of all new cars are to run 
on alcdhaL 

The worsening imbalance in 
alcohol and petrol consump- 
tion has led to the absurd situ- 
ation of Brazil generating a 
5bn litre petrol surplus every 
year, hut facing a shortage of 
alcohol, the home grown fuel 
that was to free it forever from 
dependence on expensive for- 
eign off. Yet Brazil must cut 
alcohol output by half to about 
(L5bn litres a year, to absorb 
tiie petrol surplus. 

Brazil is stuck with the alco- 
hol pro g ram me: it has cost too 
much to set up and become too 
large to scrap. Technological 
improvements can substan- 
tially reduce the cost of alco- 
hol. But that Is of tittle use 
while the IAA’s rigid controls 
remain In place. 

The institute's rules actually 
discourage the greater effi- 
ciency that could save the alco- 
hol profpmnme, because higher 
productivity would lead distill- 
eries to bump up against their 
production ceffings And ninw 
the institute's prices are set to 
reward even the least ef fi cie nt 
producer, modem and weff-or- 
piriaai iHnHH«a-tefl are making 
massive p m Bfa i without haring 
to try hard. 


Tin case ruling 
to go to appeal 

TWO SHE ARSON Lehman 
Hatton companies are to chal- 
lenge In the Court of Appeal a 
High Court ruling in March 
upholding the validity of the 
so-called ring-out price rule 
brought in by the London 
Metal Exchange following the 
collapse of the International 
Tin Council, writes Raymond 
Hughes. 

The rule fixed a price for tin 
which overrode outstanding 
contract prices. 

Mr Justice Webster ruled 
that the LME had had the 
power to suspend tin contracts 
and make the rule. 

The decision is to be chal- 
lenged by Shearson Lehman 
Brothers, a trading company 
owned by American Express, 
and its metal broking subsid- 
iary, Shearson Lehman Metals. 


UK milk monopoly ‘seems certain to disappear 9 


By Bridget Bloom, Agriculture Correspondent 


THE ADVENT of nrillt 
production quotas and the faff- 
ing away of frontiers within 
the European C ommunit y have 
made the monopoly exercised 
by Britain’s milk marketing 
boards not only anomalous but 
harmful to producers and con- 
sumers, according to a report 
published this week lor Agra- 
Europe, the independent intel- 
ligence agency. 

The monopoly seems certain 
to disappear with the advent of 
the single EC market, the 
report says. But it was not 
clear whether this would hap- 
pen as a result of voluntary 
action by each board, through 
the EC Commission withdraw- 
ing monopoly rights or “in a 
disorderly fashion by a combi- 
nation of court judgements and 


Further quota cute *nd better quota 
m a na g em ent led to a 3 per cent drop in die 
volume of ndlk for sale in En gind and Wales 
in the year ending March 1989, but the amount 
available to be paid out to producers rose 
£106m to nearly £2.06bn, Mr Bob Steven, the 
Milk M ark e ting Board chai rman, announced 
yesterda y . 


The Improvement was largely due to contin- 
ued streng thening of tin manufacturing price 
far milk, which resulted from tin removal of 
surpluses and farther industry ratianaHsafian, 
he mM. 

It was tin first tiwm in a decade that tin 
wholesal e producer price, averaging I8j039p a 
Hire, had matched, tot alone beaten, fafaflnii. 


breached legal agreements.” 

The report, by barrister 
Richard Pool, notes that the 
boards now bear little resem- 
blance to the bodies tin Com- 
munity thought it was authori- 
sing in 1978 and 1979, when it 
was agreed that their principal 
function was to assure a stable 
market for liquid milk. The 
boards’ acquisition since then 
of a dominant position in liq- 
uid milk processing and distri- 


bution had greatly altered the 
position. 

The report notes the “delib- 
erate misconceptions fostered 
by both tin UK the Com- 
munity” as tin two strove to 
find political compromise 
between the Commission’s 
insistence on establishing a 
common milk regime and the 
UK’s on retaining the boards. 

Reviewing the currently dis- 
puted legal issues relating to 


the boards, the report argues 
tint reform of tin existing sys- 
tem is urgent, partfonlany to 
meet complaints to the Cam- 
mission about the statutory 
and commercial activities of 
the boards, as well about the 
largely unappreciated rights of 
producers to market and 
export milk outside tin board 
monopoly. 

Changes are inevitable but, 
the report concludes, the task 


for officials in Troirirm, Belfast, 
Edinburgh and Brussels is to 
find ways of moving from regu- 
lation. to competition without 
jyoking fanners’ anger or 
~ actions for damages or 
distorting trade, 
t Settlement has been 
reached out of court between 
the Milk Marketing Board of 
England and Wales and the 
Irish Dairy Board over the 
legality of theMMB'a dual pci b- 
. ing. system for milk mannfec-. 
taxed into butter between 
1981-84. The Dairy Board 
daimed damages of some £12m 
for breaches by theMMB of EC 
law and regulations. 

The OK Milk Market Change 
and Opportunity, Agra 
35 Front Ed, Tunbridge Wi 
Kent £35 


Commodity 

fund 

established 

by UN 

THE UNITED Nations has 
formally established the Com- 
mon Fund for Commodities, a 
fi ponnfai institution t hat a 
senior official said had great 
po iltfrsd importance far inter- 
national econ omic co-o pera- 
tion, reports Reuter from New 
York. . _ . 

Mr Kenneth Dadzie, sec- 
retary-general of the UN Con- 
ference on Trade and Develop- 
ment (Unctad) said: “It angora 
well for renewed efforts to deaL 
with the problems of develop- 
ing countries. . . depende nt on 
the export of primary commod- 
ities. M 

The US is the only major 
Western nation that has not 
ratified the pact, members of 
which account for 67.16 per 
ryn * of fund capital. More than 
100 or them met hoe for the 
nffiwal launching. A UN offi- 
cial said President Jimmy 
Carter’s Administration signed 
the original pact but his 
Republican successor d e ci d ed 

not to ratify it 

Amsterdam and Brussels are 
wading to provide the fund's 
headquarters and candidates 
from Egypt, India, Nigeria, 
Ghana, Indo nesia, Bangladesh 
and Denmark are running for 
managing director of the fund. 
Choices are to be made at the 
first gov e rning council meeting 
next month in Geneva. 


WEEKLY 

METALS 

ATT prices as supplied by Metal 
Bulletin (last week's prices in 
brackets). 

ANTIMONY: European free 
market 99.6 per cent, $ per 
tonne, in warehouse, 2^)00-2400 
(L850- L95Q). 

BISMUTH: European free 
market, min, 99.99 per cent, $ 
per lb, tonne lots in warehouse, 
5.45-5.80 (6.204.35). 

CADMIUM: European free 
market, min. SR5 per cent $ 
per lb, in warehouse, &00-&50 

((L30-6.7G). 

COBALT: European free 
market 99-5 per cent 8 per lb, 
in warehouse. 7.45-7.65 (same). 
MERCURY: European free 

markrt, min. 99.99 per cent $ 
per 76 lb flask. In warehouse, 
240-255 (245-260). 

MOLYBDENUM: European 
free Tnarkgt, drummed molyb- 
dic oxide, $ per lb Mb, in ware- 
house, 3 .70-8. 75 (3.68-3.75). 

SELENIUM: European free 
market rata 90S per cent $ per 
lb, in warehouse, 6.40-7.00 
(8JO-7-3 0). • 

TUNGSTEN ORE: European 
free market standard mm, 65 
per cant $ per tonne unit (10 
kg) WO, eff, 51-64 (same). 

VANADIUM: Eur o pean free 
market min. 98 per cent * a lb 
VO, df, 5808.10 (6.10-680). 

URANIUM: Nuexco 

exchange value, $ per lb, UO, 


9B5 (same). 


WORLD COMMODITIES PRICES 


LONDON MARKETS COCOA C/tonne 


LONDON METAL EXCHANON 


COPPER prices fell on the LME 
yesterday afternoon In sympathy with 
Come* and a rally in the dollar. The 
market closed at the day's low, with 
three-month metal at £1,882.50 a tonne, 
equivalent to $2,581. Dealers said 
prices ran Into stlft resistance at the 
52.600 to $2,620 level. Some analysts 
say a conclusive breach ol that area 
would Imply an eventual move to 
$2,800. Renewed stimulus has come 
from the Belgian producer force 
ma|eure, concern over North American 
labour contract negotiations and a 
fresh strike threat from Peruvian 
workers, traders said. Aluminium 
prices were also down. IPAI production 
figures for May showed non-communist 
output still running at a high level and 
this may have discouraged buyers 
later in the day, traders said. Lead 
prices retreated — nearby supply 
tightness has eased. 

SPOT MARKETS ’ 


Cruda ad (par carrel FOB) 


+ or - 

Dubai 

Brant Bland 

W.T.I. (1 pm D 3 t) 

S14.30-4.40w + res 
516.60-6 65v +0.10 

5 IQ.C3-B.08w +033 

On products 

(NWc prompt dal Ivory per tonne CIF) 

+ or- 

Premium Gasoline 

Gas Oil 

Hoavy Fuel CXI 

Naphtha 

Patrol oum Argus Estimates 

S 187- 109 
5136-138 
383® 

SI 60- 182 

+ 1 
+ 1 

+ 2 

OflMT 


+ or - 


wwiu Ipai UWJ UtPfi 

Silver | per troy oz)+ 
Platinum (par troy 02 ) 
Palladium (oar troy or) 


5366. DO 
533c 
5490.00 
$154 £5 


Jt OK 
-4 

+ 5.75 
+ 1.50 


Aluminium flreo marked) Si 830 
Copper (US Producer) 119V 126c 
Load (US Producer] 30 00c 

Ntckol (Iroo marfcot) 535c 

Tin (European ft no market) 510125 
Tin (Kuala Lumpur market) 2fi.50r 
Tin (Maw York) 46&5e 

Zinc (US Prim* WmuhiI 30Jgc 


-5 

+0 


+50 

+OB3 

+34 


Cattia (live woigniTT 

Shoes (doad waighfit 

Pigs (Uvo wolghQf 

irejip 

T64.23p 

B3.75p 

-4.C0- 

- 2 B. 2 * 

-8.65' 

London daily sugar (raw) $323. Bx 
London daily sugar '(wnitt) S3S3-5* 
Tata and Lyle export price £322 

-U 

-3.0 

-4 

Barley (English teed) 
Maize (US No. 3 yellow) 
Whoat (US Dark Northern) 

CIOS 75w 

£131.5 

C13ZU 

+ 1.25 

Rubber (spot)? 

Rubber (JuDV 

Rubber (Aug)V 

Rubber (KL RSS No i Jul) 

6O50p 

«2Sp 

67JOOp 

255m 

+0.25 
+ 625 
+ ! 

Coconut oil (Philippinosjg 
Palm Oil (Maioysianft 
Copra (Philippines j§ 
Soyabeans (US) 

Cotton "A" Index 

Woottops (Ms Super) 

5555* 

S375v 

$355 

£ 2 t 0 v 

79.45 

623D 

■fl-40 


C a Torino unless otfiorwlso staled, (hpanco/kg. 
wentt/lb. r-rmggfl/kg. wJul. u-Jun/JuL *-Jul/ 
Aug. w-Aug. z -Aug/Sep, fMeat Commission 
average tetstock prices. * change from a woek 

saa. WLondan physical market QCIF Rotterdam. 
< 9 , Bullion market doaa. m-Malaysian conia/kg. 


Ctoee Previous Hlgh/Low 


Clone 


High/Low 


(Prices supplied by Amalgamated Metal Trading) US MARKETS 


AM OTOcIsl Kerb ctoae Open Interest 


COPPER 25,000 fee; centa/tos 


Jul 

Sep 

Ok 

Mar 

May 

Jul 

Sep 

90S 

823 

STS 

868 

878 

804 

007 

805 

823 

873 

888 

877 

802 

908 

803 792 

824 809 

878 063 

870 858 

879 aea 

808 808 

■taWiMkmi. 967% purity (S per tonne) 


Ring turnover 32.325 tome 

Cash 

3 months 

1920-30 

18508 

1960-70 

1870-5 

193SM930 

187671850 

1930-2 

1803-4 

1860-6 

33.418 tali 

Copper, a 

rede A (C per unna) 



Ring turnover 44JS0 tonne 

Cash 

3 months 

1711-3 

16820 

17430 

1707-8 

172371718 

1885/1682 

1717-6 

1687-8 

188080 

77.064 tote 

TUmover3228 (4566) lots of 10 tonraa 

Load (C par tonne) 




Ring turnover 12^00 tome 

ICCO Indicator prtoes (SOfls per tonne). Dally 

Cash 

403-7 

414-0 

408 




price for Jun 19 1005.50 (1017.52) :10 day aver- 

3 montha 

401-2 

407-8 

409/398 

401-2 

403-4 

9^27 lota 


COPPBB C/tonne 


Close 

Previous 

Hlgh/Low 

Jy 

1123 

1127 

1124 1112 

Sop 

1092 

1087 

1002 1072 

Nov 

1008 

1081 

1084 1070 

Jan 

1100 

1102 

1004 1081 

Mar 

1112 

1116 

1110 1096 

May 

1115 

1130 

1100 


Wc te (S per tamo) 


Cash >1700-50 
S months 11100-25 


Ring turnover 1.686 tonne 


1 1750-850 
11200-35 


11800111000 
II 15Q/11 100 


11560-000 

11123-50 


1112540 


Tin (S per tonne) 


7,033 Iota 


July 3 10060-110 

3 months 10010-20 


Ring turnover 500 tonne 


10000-50 

9850-10000 


10020-10006 


10075-125 

1000040 


10005-10 


Ztae, Special I 


1.724 lots 


(I per tonne) 


ICO Indicator prices (US cents per pound) tor 
Jun 17: Camp, dally 10021 (101.87) . is day 
overage 109.29 (110,46) 


Cash 1800-10 
3 months 1625-30 


Ring turnover 16,975 tome 


1750-70 

1575-80 


1800/1725 

1630/1605 


1726-30 

1625-8 


1810-20 


1 (X per tonne) 


10.026 lots 


Cash 1660-3 

3 montha 1610-5 


Ring turnover 8500 tonne 


1636-40 

V480-5 


1585 

1533/1616 


1862-5 

1632-5 


SUOAH (5 per lomw) 


8481 lots 


Ctoee Previous High/Low 


Aug 

285.40 

290.00 

292.80 284.60 

Ocj 

285.00 

286.60 

290.00 282-00 

Doc 

278.00 

285.00 

281.00 

Mar 

Janet) 

270.40 

271.60 287.60 

May 

267.00 

269.00 

289.00 28&80 

Write 

Close 

Previous 

Hlgh/Low 

Aug 

381.00 

384.00 

387.50 380.00 

Oct 

3S2JJ0 

3S3.00 

367.00 

Doc 

344.00 

347.00 


Mar 

332.00 

335.00 

331X0 330.00 


POTATOES C/torme 


. — . _ ■ |i*no(iy« «i hi luma. 

White 1957 (1334). 

Paris- White (FFr per tonne); Aug 2580 Oct 2367, 
Doc 2285. Mar 2240, May 2231k Aug 2230, Oct 
2100. 



Close 

Previous 

Hlgh/Low 

Nov 

142-0 

146.0 

152.0 1400 

Ft* 

1700 

1700 


Apr 

mo 

244.5 

2520 233.0 

May 

255.0 

2850 

289.0 2520 

Turnover 1088 (1271) lota ot 40 tonnes. 

SOYAMAN UAL cnonne 


Close 

Previous 

Hlgh/Low 

Aug 

157-50 

157.00 

157.00 156.20 

Oct 

1574X1 

157.00 

157.00 156.00 

Doc 

164.10 

155.50 

155.00 154.00 


CmJMMLSfbarrol 


Close Previous Hlgh/Low 


Aug T&35 1&22 16.45 1&2S 

Sep 10.10 10.00 1638 1614 

IPE Index 1617 1612 


Turnover 5052 (5057) 


OASOaShonne 



Qom 

Previous 

Hlgh/Low 

Jul 

136.50 

136.50 

laeoo moo 

Aug 

134 JS 

13&2S 

13&2S 13400 

yap 

135.50 

139.73 

136.75 13525 

Oct 

137.25 

13700 

13800 13650 

Nov 

130.75 

138JD 

is&fio mas 

Dec 

140.00 

13005 



Turnover 292 (103) 


GRAINS Morale 


Turnover 4296 (3292jto» Ol 100 tonntt 


COTTON 

Liverpool- Spot and shipment sales lor the 
week onded Jura 16 amounted to 259 
tonnes against 608 tonnes In the previous 
week. Slow trading ocurred wtth inumstln 
tarnoli, American, West African and 
Pakistan growths. 


Jure 

C and f Dundee: BTC *550. BTD 8400, HWD 
Soso. c and 1 Antwerp: BTC S620, BWC S510, 
BWO 5460. BTD 3460. 


Tumover fi (7) lots Oi 3,250 kg 


LONDON BULLION MAHKKT 


Gold (One oz) S price 


2 equivalent 


Turnover 107 (170)fota cf 20 tonnes. 
Pn —irr nmmn sio/tnden pomT 



Ctoee 

Previous 

Hlgh/Low 

Jim 

1390 

1398 

1390 1367 

M 

1345 

1355 

1353 1335 

Oct 

1480 

1491 

1490 1469 

Jan 

1320 

1538 

1520 1510 

Apr 

1550 

1562 

1543 

an 

1396 

1396 



Wheat 

CtOM 

Previous 

WgtVLow 

Jun 

naso 

111.00 

11020 

Sep 

107.00 

107 JO 

1072S 107.00 

Nov 

11030 

110.76 

11125 110.10 

Jan 

113.90 

114J0 

11460 119 80 

Mar 

117.00 

117.40 

117.80 117.66 

May 

13L4S 

120.70 

12120 120.46 

Jun 

122.10 

12226 

12220 122.10 

IteafaM 

Vwlwj 

Cloac 

Previous 

rtflh/Lcw 

5^ 

10030 

105.40 

10525 105.40 

NOV 

10 L 2 O 

109JS0 

11020 10920 

Jon 

112.40 

112.75 

113.13 11240 

Mar 

115.40 

11525 

11820 

May 

117.00 

11726 

11720 11725 


Turnover: Wheat 536 (878). Barley 129 (135). 
Turnover (Ms of 100 tonnes. 


PM* (Cash Settlement) p/fcg 



Close 

Previous 

Hlgti/Low 

Jun 

113.0 

1130 

1122 

Aug 

1092 

1102 



115.0 

115.0 



Close 

3651, - 368/4 


238Vl-2364| 

Opening 

3B8V-366S* 


23612-236 

Morning the 

3862 


Z3S.404 

Attamoon fix 360.6 


236204 

Day's Irigh 

367-367 h 



Day's low 

366*1-36644 



Cotas 

t price 


£ equivalent 

Maple leal 

376 >2-378 >2 


243-248 

Britannia 

3761a -378 >Z 


243-246 

US Eagle 

370 -are ia 


243-246 

Angel 

376-301 


243-246*1 

Krugerrand 

385-368 


23512 -237 

New Sov. 

66-07 


GSfe-SB^t 

OW Sov 

88-67 


551a SBU 

Noble Piet 

500254082 


32QJW26 

Steer the 

p/ll no oz 


US «ta equlv 

Spot 

34225 


534.00 

3 months 

364.90 


548.76 

B montha 

367 20 


SSOJtB 

12 months 

380.60 



LONDON NBTAL taKHANON TTUDCD OPTIONS 

AJumtatam (90.7%) Calls 

Puts 

Strike price $ unraJui 

Sep Jul Sep 

1800 

12S 

111 

11 57 

1900 

57 

63 

42 107 

2000 

18 

32 

in 174 

Copper (Ckrado A) Calls 

Putt 

2550 

102 

134 

37 116 

2860 

60 

91 

84 171 

2750 

20 

60 

153 237 

UMMM POX TRM» OPTIONS 

Coffee 

Jut 

Sep 

Jul Sap 

1060 

73 

101 

58 

1100 

25 

76 

2 84 

1150 

2 

56 

28 114 


Jul Sop Jul Sep 


750 

800 

850 


81 

45 

n 


a 

49 


8 

22 


IN THE METALS, trading was very dull 
as prices swayed around unchanged 
levels far most of the day, reports 
Drexef Burnham Lambert A steady 
dollar kept most of the marinate Intact 
Copper futures had the most active 
session as the ongoing labour talks at 
some US copper companies caused 
choppy activity. Sliver prices toll near 
the close from elected stop orders. The 
softs also featured slow markets. 

Cocoa gained slightly from light 
manufacture buying. Sugar and c off ee 
were quiet Most of the grains were 
lower as profit taking altar Mondays 
climb and a softer cash market 
weakened prices. July soybeans lost 
12V Cotton futures slipped with 
commission house selling featured. In 
the livestocks, prices fell in all markets 
as scattered profit talcing kept the 
markets from advancing. The energy 
complex was soft with heavy 
liquidation In the July contract due to 
expiration. 


New York 



Ctoae 

Previous 

Hgh/Low 


Jun 

116.70 

11036 

11065 

11066 

Jtri 

116JX1 

11086 

11060 

11020 

Aug 

114JBJ 

115L3S 

0 

8 

Sep 

113.66 

114.10 

11080 

112S5 

Dee 

110X0 

11020 

111.40 

10080 

CRUDE OIL (Ught) 43JM0 US gaits Srirarrai 


Latest 

Previous 

Hlgh/Low 


Jul 

2090 

2066 

21 JO 

2022 

Aug 

1008 

18-88 

1020 

1087 

Sep 

18.11 

17.99 

1020 

T7.97 

Oct 

17.61 

17.63 

17.72 

MJBO 

Nov 

17.81 

T7.30 

1760 

17.28 

Dec 

17.18 

17.14 

17.32 

17.07 

Jan 

17.00 

17.04 

17.18 

rrxtr 

Feb 

18J07 

18-99 

17.10 

17.00 

Mar 

1082 

1095 

T7JM 

1008 

Apr 

17.06 

1081 

0 

0 


Chicago 


SOYABEANS STOP bu nkn; cnnta/B 0U> burtmi 
Ctoaa Previous Hlgh/Low 



Latest 

Previous 

High/Law 


Jul 

4580 

4806 

4686 

4540 

Aug 

4816 

4841 

4605 

4686 

Oct 

4740 

4774 

4805 

4720 

Nov 

4800 

4844 

4685 

4800 

Dec 

4878 

4614 

4040 

4876 

Jan 

4800 

4084 

4085 

4800 

Mar 

4720 

4710 

4720 

4720 


COCOA 10 toniteo5/tannee 


OOm 100 tray oz.; 3/tray at 



Close 

Previous 

Hlgh/Low 


Jun 

3609 

387.1 

3672 

366.1 

Jul 

387.4 

3604 • 

0 

a 

Aug 

3600 

3706 

372.0 

3B0U8 

Oct 

3706 

374.7 

375.5 

37X2 

Dec 

378.1 

3782 

380J0 

377.3 

Feb 

3822 

3622 

383X 

3828 

Apr 

3606 

387-2 

0 

0 

Jun 

3007 

391.4 

3820 

381.7 

Aug 

884J 

385.8 

0 

0 



Ctoee 

Previous 

Htgh/Low 


Jul 

1133 

1120 

1147 


Sap 

1173 

1163 

1177 


Dec 

1210 

1100 

1212 


Mar 

1225 

1208 

122 B 

1216 

May 

1237 

1223 

1240 


Jul 

1258 

1245 

1255 


Sep 

1273 

1263 

1269 

1285 


"C* 37JKJ0tb«; centu/lbs 


PLATINUM 50 bay act; 3/tray at 



Ctoee 

Previous 

Htgh/Low 


Jul 

494.1 

487J 

602Z 

4B2A 

Oct 

406.1 

400L2 

6040 

4SGO 

Jan 

497.0 

5HL4 

soon 

8 D 1.0 

Apr 

501.1 

eras 

mm 

earn 

Jul 

605,1 

507.8 

0 

0 

SUER 5,000 troy oz; camc/troy to. 


Ctoee 

Prevtous 

HlgMavr 


Jun 

023.4 

ma 

0 

o- 

Jul 

525.0 

634.0 

338.0 

mm 

Aug 

529 JS 

538^ 

0 

0 

Sep 

5343 

S4X4 

647.0 

earn 

Doc 

547.1 

5562 

seas 

54X3 

Jan 

560L6 

558.7 

8 

0 

Mar 

569.1 

560JJ 

571.0 

MLO 

May 

667.7 

576,6 

677 J3 

S7S.0 

Jul 


58X7 

9BSL0 

EB&O 

Sep 

5834 

564.6 

0 

0 



Ctoae 

Previous 

High/Low 


Jul 

117JW 

116.07 

117JI0 

iisre 

Sep 

Hire 

111.19 

112.00 


Dae 

10646 

ioa .10 

108JKJ 


Mar 

loan 

100-00 

loan 

ioare 

May 

111.70 

11025 

raw 

n ore 

Jul 

mre 

112.05 

0 


®*P 

lure 

11Z25 

0 

0 


wasawamg "n- 112,000 n>* centa/rta 


REUTERS (Base: September 18 1331 - 100) 


Jura 10 Jun IB Birth ago yr ago 


2029-9 awas 202&S 1937-4 


OCW JONES (BawDN. 81 1074- M0) 


Spot 13382 133.15 1*U» 1 «te 
Futures 13322 T324B vest 14444 



Ctoae 

Pravtous 

Hlgh/Low 


M 

long 

13.00 

iaos 

1276 

Oct 

1187 

1287 

moi 


Jon 

12.10 

1218 

0 

0 

Mar 

12.07 

12.13 

1218 

lire 

May 

12 JH 

1208 

1210 

nre 

Jul 

lire 

1204 

1200 

19 ng 

Oct 

tire 

lire 

11.90 

lire 

OOTWfc 60 , 000 ; centa/lbs 


Ctoee 

Previous 

HgMLow 


Jul 

87.73 

66.03 

«rre 

6740 

Oct 

earns 

60.16 

69.00 

sore 

Deo 

earns 

80-33 

00.10 

flare 

Mar 

sore 

70.17 

fi&SS 

eare 

May 

rare 

rare 

rare 

rare 

Oct 

66.70 

87.67 

88.70 

68.70 

OfUNBE JUKE isreo Ibe; centetoe 


Ctoee 

Pravtous 

Htgh/Low 



Sap 16250 
Nov 15300 
Jin 148.10 
Mar 147 JO 
May 14640 
Jul 148.40 
Sop 14640 


177.25 

WOTS 

W02S 

14650 

147.75 

147.00 

147.00 

147.00 


17670 17600 

16600 10000 

153.75 151.50 

14650 14600 

14700 M74J0 

0 0 

O O 

0 0 


JUl 

Run 

s*p 

Nov 

Jan 

Mar 

May 

Jul 

738/2 

706/6 

67S/2 

859/6 

688 A 

677/0 

661/4 

681/4 

748/4 

719/2 

687/4 

809/4 

077/4 

606/0 

BSOff) 

600/0 

iiillli! 

illlilii 

SOYABEAN 08. 00.000 be: centsAb 


Ctoee 

Pravtous 

High/Low 

Jul 

Aug 

Sep 

Oct 

Deo 

Jan 

Mar 

20L87 

21.18 

21.40 

2 ire 

sire 

2202 

0997 

3SJ3B 

2088 

21.13 

21-34 

21JS3 

21 A 1 

99 n? 
2230 
2240 

21.09 

21.30 

21.60 

21.70 

2206 

2215 

999$ 

2230 

20.75 - 

aore 

21 re 

21.40 

21.76 

21 re 

2240 

22.40 

SOYABEAN MEAL 100 Una; tnon 



Ctoee 

Pravtous 

Hlflhnjow 

Jul 

Aug 

Sep 

Oct 

Dec 

Jm 

Mar 

fctay 

217-0 

211.7 

206.7 
200 J) 
1924 

188.7 
1922 
W7J 

mum 

2234 

2184 

200.0 

2020 

200.8 

2000 

200X1 

199.6 

217 JS 

211-5 

2054 

199-5 

1884 

196.0 

198L0 

1974 

MAku sreo bu min; cona/seib buahel 



Close 

Pravtous 

•Iffgh/Low 


Jul 

Sep 

Dec 

Mar 

May 

JUl 

Sep 

Dee 

206/8 

2S6/B 

264/0 

261/4 

284/8 

286/0 

263/0 

245/4 

272/2 

260/2 

256 « 
264/4 
266/4 
26B/0 
257/D 
251/0 

269/0 

256/4 

266/0 

263/4 

2B7/D 

268/0 

2SS/0 

230/2 

286/0 

2S5/0 

261/4 

260/0 

264/0 

286/0 

2S3/Q 

240/4 

•MEAT WBO bu min; cnnm/waintdahoi 


Ctoae 

Previous 

Hlgh/Low 


Jul 

Sep 

Dec 

Mar 

May 

Jul 

39&/B 

402/8 

418/4 

4012 

410/6 

373/0 

398/4 

404/4 

418/2 

424/4 

411« 

373/0 

387/0 

404/0 

418 n 
423/6 
410/6 
373/4 

mm 

LIVE CATTLE SOJDOO the; cmwwta, 

- 

Cton 

Previous 

Hlgh/Low 


Jun 

Aug 

Sep 

Get 

Dee 

Feb 

Jun 

73.72 

7047 

7ire 

7202 

7232 

73.17 

72/0 

7227 

raa? 

71-55 

73 JM 

7347 

7345 

729Q 

7286 

7040 

7ire 

7230 

7260 

7246 

rare 

7295 

7040 

71.80 

72.90' 

raw 

7282 

7240 

»«®raW« 8 oreOHxoanMi- 


Ctoae 

Previous 

High/Lew 


Jun 

Jul 

Aug 

Oct 

Dm 

Feb 

Apr 

Jun 

48. IS 

48.10 

46.10 
44.12 
4&2E 
47.72 
4465 
4205 

4&S7 

4260 

rere 

44.47 

48.15 

4740 

44re 

48.10 

4840 

4245 

48.75 

4460 

46 re 

47re 

4440 

4226 

4848 

49.00 

48.06 

4447 

4540 

4740 

4420 

48.02 

POHK TOLKa 40JC0 lbs; cgnWto 


Ctoae 

PrevtouB 

Hlgh/Low 






34U» 


Aug 3*37 

f* 60.75 

■tar 8090 saav 

**“• 52-26 5080 

AU0 49J5 47*} 


3405 

34,46 

81.45 

S1.10 

5228 


3330 

sore 

4900 

0 

0 


I 
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LONDON STOCK EXCHANGE 


Firmer sterling helps equities again 


FINANCIAL TIMES STOCK INDICES 


NERVOUSNESS over domestic 
interest rates receded a little 
farther on the UK stock mar- 
ket yesterday after sterling 
refused to be upset by the 
domestic money supply figures 
for last month. Share prices 
flinched sharply but only 
briefly on the news of a L2 per 
cent rise in MO money supply 
and of £&7bn in M4 lendin g tn 
May, both above expectations. 

Bowser, the market soon 
recovered confidence - and 
dosed with widespread gains, 
although well below the best 
levels of the day. Turnover 
remained light, and it was mar- 
ket makers, rather the 
retail buyers, who chased 


Market 
waits for 
Isosceles 


This morning the market 
awaits the next move from 


of Gateway agreed to a rival 
bid, worth £2bavfram Newgate- 
way, a company created by US 
investment bank Wasserstein 
Ferefla and US retailer A&P. 

Dealers reported that 
throughout the session Hoare 
Govett, the broker represent- 
ing Newgateway, had been bid- 
ding for stock just below the 
offer price c£ Zffip-a-share. The 
buying was said to have been 
on behalf of the US bidders, 
and it was thought to have 
accounted for virtually all of 
the days 11m turnover as the 
Gateway price settled at 223p, 
up 8 on the day. 

Although the offer from 
Newgateway was some way 
above the 210pw«hare already 
on the table from Isosceles, 
dealers and analysts believed 
there was still a riwmw* that 
Isosceles could came up with a 
higher offer. “Isosceles has 
three options, - enrolameri mm 
analyst “It can either do noth- 
ing, In which case its offer 
expires and Newgateway wins, 
or it can put in a revised hid, 
or it can extend the existing 
offer to give itself thnst to get 
more money together.” 

*1116 consensus in the market 
was that Isosceles might find it 
dHTimtt to raise farther fends, 
although same analysts believe 
that an increased equity por- 
tion could make the offer more 
acceptable. But as one tired fol- 
lower of the Gateway saga raid 
late yesterday: ‘“There is poten- 
tially another chapter in the 
story, so if you're a holder of 
Gateway it would be best to do 
nothing until Thursday.*' 

Berisford spotlight 

Berlsford International 
retu r ne d to the limelight and 
tiie. shares climbed to 157p, up 
8 on the day. Although turn- 
over was relatively moderate 
at 1.7m, there has been some 
good buying in recent sessions, 
pointing to possible stakebuild- 
ing. 

Yesterday the price rose on 
market talk that Food Indus- 
tries, the Irish group run by Ur 
Larry Goodman, had been 
to ttS near 9 pa: cent 
holding. Although there was 
no official confirmation, 
sources close to the Irish com- 
pany said that Mr Goodman 
had indeed increased his stake; 
it was quite possible that he 
has pushed his holding over 
the lb per cent mark, so there 
could be a disclosure soon, said 
tiie sources. 

A comment from one leading 


****** Our. 

Junaa jkjt 10 


The final picture was opti- 
ndsticdfispaiealatesttHHwein 
share prices. Double digit gains 
were marked against a wide 
range of blue chip stocks, espe- 
cially in interest rate sensitive 
sectors Bkp retail and construc- 
tion. Sentiment in the UK mar- 
ket was helped by strong per- 
formances in tiie West German 

analyst backed up the talk of 
Anther purchases by Mr Good- 
man. “Be has been the only big 
buyer of Berisford recently, so 
when you see any sort of voir 
ume you have to suspect that 
be has kiwi pifJctng up TTK ffe 

stock.” 

How e ve r , according to one 
experienced food dealer, sug- 
gestions that Mr Goodman will 
bid for Berisford are prema- 
ture. “Berisford hag fought off 
five bids In the past, and 
although 44 per cent of the 
company's equity is in aggres- 
sive hands, it is believedthai 
nothing less than £4-a-share 
would stand a of tm g - 


and other Continental bournes. 

The stock market Is relieved 
to see that sterling has so far 
been largely unaffected by the 
poor showing Of the UK Gov- 
ernment in the European elec- 
tions. Share prices opened 
higher yesterday hwhfmi a fur- 
ther recovery in steeling and 
had added 19 FT-SE points 
before the announceme nt of 
the UK money supply and GDP 
estimates for the first quarter 
of the year, the GDP figures 
had little effect. 

Tr ad i n g screens turned red 
for a few moments on the 
announcement of the money 
supply data but soon settled 
down as sterling remained firm 
and UK money market rates 


FT-A All-Share Index 


Equity Shares Traded 

Turnover by volume , (mUlon) 
800 


Bond under pressure 

BunzI were rocked by a 
sharp downgrading yesterday. 
The shares came under sus- 
tained selling pressure and 
closed the session down 6 at a 
low point of 136p. Turnover 
amounted to 8.2m shares. 
Kleinwort Benson was previ- 
ously comfortable about pros- 
pects for the group but now 
feels Bund may be trapped in 
tow growth businesses with a 
70 per emit gearing level that is 
unlikely to come down either 
this or next year. 

The packaging team there 
has consequently slashed its 
estimate of current year profits 
from £U0m (the top of the mar- 
ket range) to £97m. These is 
also a wanting that “if the cur- 
rent consumer slowdown in 
tiie USA and the UK continues 
tt Is likely that a farther down- 
grade will be needed later in 
the year.” 

A downbeat Klei n wort nnto 
concludes: “What scares us is 
that for the ever optimistic 
James White to admit that 
things are slowing dramatic- 
ally, there must be real prob- 
lems at the moment with the 
business which is essentially 
con sumerd rlven. Obviously 
the situation- will have to be 
reviewed as. the economic cB- 
mate Changes for the be tter dir 
for the worse.* 

Beecham attracted a flurry 
of interest as the company's 
egm overwhelmingly approved 
the plan to merge with Smith- 
KHne Beckman of the US. The 
price rose to 644p before some 
of the shine seemed to rub off 
when it was announced that 
dealing an the New York Stock 


•a? jr . f , " 

; •' ■ 


Exchange in the “when-issued” 
form of the merged entity, 
SmftfaKline Beecham, due to 
start yesterday, would be 
ddayed until further notice. 

This caused consternation 
among marketmakers who had 
intended to st art making a 
grey market in SKBeechtun in 
London this mormng Matters 
were difficult enough, said one, 
because of tiie wnmiwr of dif- 
ferent instruments to be 
traded. As well as gristing Bee- 
cham and SK Becfa nan stocks. 

anil ordinary .SKSHriwm anil 

the ADHs, there are Shares in 
divisions to be spun off the 
new entity — Beckman Instru- 
ments and Allergan. Dealers 
last night were uncertain as to 
which if any of the last four 
would be quoted today. Tt aU 
depends an what happens in 
New York," said an analyst. 
Beecham closed 4 better on the 
day at 6flp. . 

Sjpedal situations kept other 
pharmanBiitjitete PH-m ~too. A 
profits upgrading for .Glaxo 
from Warburg Securities 
helped the stock push ahead 
strongly. 

Dr Peter Woods, of Warburg, 
said that the company was 
having a good second half to 
the year, which ends this 
month. He has raised his fore- 
cast for current year profits 


NEW HIGHS AND LOWS FOR 1989 


■ewMOHsnm- 


(«) Excri. 2%pc two. Booh. | 
tOpc 188a Trwoa. 2 L WM, TT. Spc tBM-M. 
UMUM (I) MM B m A lgamea n. Owadw 
Bfu Guineas Mah on, BREWERS (1) Ban 
BtM IH MBS {0 CHBBJtU (4) BASF. Bayar, 
CaM. ict. STORMS jajAapre* Body Shop 
WL. BJSCmULB TO DUB3M Ot 
Fplhan N/V, RonoW, Toymen. POODS no} 
HWaam Ryan llotaf. —WSIWBUe ■* 
cat) Aao. Bril CooatUMMa. BET. BTR Mytax. 
CSR, Capon, bubs. H afena. I lain Ha, WMSar. 
Hanaon, Do. S-TSpo Cv Pt, Do. wpo Ln, 
Hurting Aao.. OrManis. Pacific Dunlop. ROO, 
Soopa.8tabo.Taeh. Prirtaor Borv, Toy*. 
Triaagla Tat. Urttaver. Mtahew. W NW UH Cm 
Ct) Aatnnz. Britanrih. LBSUBE (I) FN 
Ltaeuro Corp- Priam bato n: Qu adrant. 
MOTO RS (1) Lyon & Lyon. MCW8FAPERS 

mdoot, PAPtfts m Mora OTerr, 
Mrs Orp.. PROPERT Y « aftPH W B « 

Craig SNppbig, loM San, Saa OanMnan, 


am CHBBCALS m BASF. Bayar, 
STORMS CO AaprayL Body Shop 

Mill ■■Men 

RonoW. Thymen. rOOCwS 0) 

1 Ryan Hotata. MDUCTRIALt ■* 


BOU1H RFRKMK M Bariow Rand, SA 
Brae*, SABO, Tongart Hid, TRUSTS {II) 
OU tn Brit Qao. Hunting PA. M M 
M Ang. Am. Cool. Kinross. Rand Mines, 
ventarapoat, TTORD MARKET (I) CDeteee 
Arflaana. HaamoeaM. M aa Mn a B rewery. 
Royal Sovereign, Una. 


BMCIWCMS (4J Ctaanga Cone.. Forwent 
Out, Radamac. Radluo . aw -OlSH 
PJ 8KF AB, WDUSTOHLS (I) Aaranaon 
tat Amberiey. Dolphin Pack.. MB. 
Mrtn m o t MW Kent Midge., Trtetue. PAPERS 
m Bum. PBORBTV A Hambra 
Cnunbyvrida, Land Socurtttaa Wpc2C05, 

Do. 10po Oab 2030. TEXTILES P) Drummond. 
Low* restart H). 8 BET. TOBACCOS fl) 

BAT lotto Klipo Ln, OU (1) EnL On 
101, pc SOUL HNE9 C® Sougeinvflle Kira. 
Endeavour. TURD MARKET (1) Vizcaya. 


also held steady. The equity 
market then traded comfort- 
ably for the rest of the session, 
before slipping away from its 
best levels late in the day 
when Wall Street appeared 
unable to sustain initial gains. 

The FT-SE index dosed 10.1 
up at 2,1644 , a recovery of &6 
per cent from the foil precipi- 
tated at the beginning of the 
month by the political explo- 
sion in China and renewed 
worries over UK interest rates. 

Turnover bounced up to 
50 4.1m shares yesterday from 
Monday’s 3662m, but traders 
described the market as, 
“extremely squeezy", implying 
that market makers have been 
caught out by a recovery In 

from £970m to £lbn and 
changed his recommendation 
from add to buy - which 
translates to an estimated 10 
per ri*>Tit outperformance of the 
market over 6 months. Zantac, 
the world’s most successful 
drug; is still growing at 20 per 
cent a year, suggesting that 
Glaxo to not suffering from the 
mooted downturn in the 
growth of H2 antagonist (anfi- 
ulcer) drugs. Dr Woods said 
tb ftt Tan tan may have te***" 
market share from its great 
rival Tagamet, made by Smith- 
TfTfrw Beckman, ciam dosed 
at 1386p, up 23. Turnover was 
LSm. 

ICI and WdBcome both bene- 
fited from the rtmnrifwi to sell 
Coopers Animal Health for 
£155m. Analysts had expected 
£W0m: "They got a very good 
price,” said one. Id firmed 11 
to 1286p and Wellcome added 6 
at 445p. 

Barclays was the star per- 
former among uninspired 
hanks, rising 14 to 457p on the 
back of a recommendation 
from BZW. Otherwise the roly 
other feature «wmng- financials 
was British & Coanmonwealth, 
4 lower at 17lp after Warburg 
Securities reduced its dividend 
forecast for year to December 
1989p by %p to 9%p; the prob- 
lems at the group’s US opera- 
tion Atlantic Computers are 
more severe than is generally 
appreciated, warned Warburg. 

Brewers sparkled with most 
stocks posting good gains. 
Allied Lyons added 8 at 44fo 
on brand nam» and leveraged 
buy-out speculation, GreenaU 
Whitley rose 18 to SOlp as deal- 
ers chased stock in a tight mar- 
ket, and Devadsh gained 9 at 
3l3p after reputing interim 
profits of over £5m. 

The bufldmg sector became 
fashionable again with the 
emphasis on TpaHiap stocks 
and those reporting news 
items. In the former c ategory, 
BMC fared well, rising 15 to 
759p, while BO g«lnp«i 7 to 
650p. Trading statements 
brought sharp improvements 
in Moyer International, up 19 
at 408p, and in Y J Lovell, 27 
higher at 25qi. Crest Nicholson 
continued to respond to Mon- 
day's interim results while 
NSM went 4 better to 102p after 
vastly improved figures. Anglo 
United which holds a 26 per 
cent stake in NSM and is cur- 
rently bidding for Coalite, 
moved up 2% to 50%p. 

Heavy turnover of neariy 8m 
shares in Bacal Electronics 
provided the most active fea- 
ture in this sector, at 5l4p, the 
shares put on 10 against a 
background of somewhat 
wi™ comment from City ana- 
- tests. HamI Telecom added 15 
to 475p but t urn o ver here was 
small, only 500,000 shares 

chang in g ba uds. 

Bolls Boyce surprised the 
market with the announce- 
ment of a £40Qm engine order 
from TWA. The stock rose to 
198p before shading at the 
(dose to 197p and net rise of 4. 


share prices fuelled by over- 
seas buyers. 

Reports from the US that 
LIN Broadcasting, having 
rejected the $6£bn offer from 
McCaw Cellular Communica- 
tions, might be open to a 
higher bid, encouraged hopes 
of renewed US interest in UK 
electronic and communication 
stocks; the original bid for UN 
prompted significant US 
demand among kindred issues 
ln the UK, Including Bacal 
Telecoms. 

While fears that weakness in 
sterling coul d prompt a further 
rise In UK base rates have 
reced ed this week, some ana- 
lysts warned yesterday against 
over-confidence. 

Volume was a respectable 5.6m 


OownuMiR Sacs 


Fbcsd Inter est 


Ordinary 


Jin Jun Jun Jun Jun Year 1969 Since Compilation 

20 19 M IS 14 Ago Htflh Low ItiQh Low 

84.72 84.78 84.61 84^2 83.78 88.1D ^3 B3.7S 127.4 «.1B 

tag} (14761 mmn ianns\ 

9558 85.72 9&6S 9MB 8&22 98.13 9959 95J1 105.4 5053 

(15731 (13/81 aanv*A f3/1/7S) 

17B1J 1780.7 1771,8 17609 17808 14814 1837.5 14474 19264 48 4 

(IB/S) (3/1) (16/7/87) f2fi/B/401 

180 1834 1804 183.7 184.4 2154 1B8.1 154.7 734.7 434 

C2QO> (17/2) (1S/2/83) (28/10/71) 


OrL Dt YWd 4.45 449 448 448 448 440 

Earning YM K(fuin 1041 10.58 11,04 11.11 1149 11-83 

P/E R«tki<NefK*) 11.48 1149 1047 1049 1042 10.68 

SEAQ Bergalne(5pfn) 28427 22,481 29,824 25.686 23.429 21,780 

Equity TumoverfEm)t - 1129.74 13424S 1673.79 894.18 85548 

Equity Bargains} - 25/437 31.794 27,794 2S.621 24,868 

Stares Traded (ml)T . 3802 627.0 6584 4807 3954 

OnHaary Share M«x. Hourly ettangaa 

•Opentag *10 aai *11 **. 912 pjn, #1 pjR 92 pJB. •3 pm •4 pm 
17900 17902 17900 17903 1797.1 1797.4 17307 1707J 

DAYS HH3H 17B0.1 DAY'S LOW 1790.0 
Baals 100 Ctovt Secs 15/10/28, Fbcsd bit 1928, Ordinary 1/7/35. 

Gold Mims 12/9/55, SE Activity 1974. «NH 1147 tEwduding Intrunarkat 


• S.E. ACTIVITY 

Indlcas Jun 19 Jun 18 

Gilt Edged Bargslna 105.0 1174 
Equity Bargains 184.8 200.0 

Equity Value 22635 27134 

5 -Day average 

GIR Edged Bareaina 113.1 1114 
Equity Bargains 179.7 igi.9 

Equny value 2562.4 25688 

• London Roporl and latest 
Share Index: Tel. 0838 123001 





Restructure at Sun Life 


SUN LIFE GROUP has 
undergone a major re-organisa- 
tion, and has been divided into 
three' core businesses. Son life 
Assurance Society covers UK 
Ufe and pATurifiwa . Mr mriuri 
Turner has been appointed 
general manager. Mr GeoOray 
Harrison-Dees, currently man- 
aging director of Sun Life 
Trust Management has been 
appointed general manager 
(marketing and sales). Mr Les 
Owen becomes general man- 
ager (life & pensions). A new 
company. Sun life Asset Man- 
agement, will become the bidd- 
ing company for Stm Life 

■ THE BRONX 

ENGINEERING CO, part of 
tiie Verson International 
Group, has appointed Mr John 
P. Itowri * m finanrial 
director, and Mr David N. 
Whttiahar as commerrial 
director. Mr Timothy 3. Brown 
becomes a directin', Mr & 

Allen retires at the end of 
June, but will continue as a 
consultant 

■ Mr Ted Tay lor ha s been 
appointed INDEPENDENT 
TELEVISION NEWS director 
of engineering. He takes over 
from Mr Peter Ward who 
retires at the end of June. Mr 
Taylor was deputy head of 
production. 

■ NONET INTERNATIONAL 
PROFESSIONAL INDEMNITY 
has formed a European 

tna^ngwiwn t gmn p t and 

appointed Mr Stephen GQbett 


Investment Management Ser- 
vices, and Sun life Properties, 
together with Sun Life Trust 
Management, the unit trust 
subsidiary. Mr John Webster, 
formerly general manager 
(Investment), has been 
appointed managing director. 
Another new company. Sun 
life Europe, has hero formed 
as the holding company for 
Son Life's developing Euro- 
pean activities - Mr Give WH- 
fisoms, formerly general man- 
ager (business dvelopment), 

has been appointed managing 
director. 


(chairman), Hr Derek Corner, 
MT Derek Famm, Mr Philip 

Foley, Mr David li -* a nd Mr 
WiOjant Simpson to the group. 

■ Mr Brian Fagan has jeaned 
R. MANSELL, Croydon, as 
director of the contracts 
department. City office. He 
was area construction manager 

with Fairclough Building 

(Southern). 

» NORWICH U NION FI RE 
INSURANCE SOCIETY has 
appointed Mr Geoffrey Loades 


Post Office 

finance 

chief 

■ Mr Richard Close has joined 
the POST OFFICE BOARD as 




(corporate finance and 
development) from July L He 
wifl replace Mr Fred Kennedy 
who is retiring. Mr Loades is 
c or porate development 
manager. He will assume 
responsibility for corporate 
development and information, 

and staff development, hi 

fl dfMHtan to corporate finarwio. 


and finance. He was director 
of corLMiTHlo firmwnft for tha 
Post Office and succeeds Mr 
Fhfilp SeBqj*, who left the 

board cm June 9 on completion 
of his contract. Mr Sellers will 
co ntinue as a director of 
POCTEL, the pension fund for 
the Post Office and British 
Telecom, and as a truBtee c£ 
the Poet Office Pension Funds, 
and win pursue other 
commercial interests. 


■ MILTON KEYNES 
DEVELOPMENT 
CORPORATION has appointed 
Mr John SuDlvan as director 
of housing fl n j community 
buildings. He was deputy 
director of housing with 
Coventry City Council. 


■ Following the acquisition 
of INDEPENDENT 
TELEVISION PUBLICATIONS 
by IPC Ma garimw . the board 
wiH be: Mr John Melton, 
chairman; Mr J ohn Matfluwa. 

managing director; Mr Jeffrey 
Kahnan, finance and 
commercial director; Mr 
Richard Barba*, editor: Mr 
Gordon Brown, advertisement 
sales & marketing director 
Mr Peter Barber, production 
director; Mr Kelvin Taverner, 


NATIONAL & PROVINCIAL 
BUILDING SOCIETY has 
appointed Ms Barbara Vondy 
(above) as group head of strat- 
egy. She joins from Spicer & 
Qppeohefca. 


circalatum sales director, Mr 
Nigel Cate, director of 
promotion and publicity: and 
Mr JohnPMIMn, 
non-exeeative director. 

Publishing director of TV 
TbneB is to be Ms Linda 
Lancaster-Gaye, currently 
publisher of Woman’s Own 
and Woman's Weekly. 


■ Mr Bruce Cunningham has 
been appointed managing 
director of HOTEL A 
CATERING SUPPLIES, 
formerly P&H (Glassware), 
recently acquired by Autobar 
Industries. He was managing 
dfnpfltnr nf P alatinfl Tnng 


Hifisdown stood out for the 
wrong reasons among firmer 
food manufacturers, suddenly 
dropping in late trading to a 
dose of 268p, down a net 7 on 
turnover of 5.7m shares. The 
story in the market was that 
Warburg Securities, the bro- 
ker, had downgraded Hills- 
down after a company visit. 

However, Warburgs later 
denied that it had downgraded 
Its earnings forecast. "The 
stock is still a buy, but there Is 
a w o rry that the first-half fig- 
ures, due in September, will be 

Soft because Of the nalmrniellfl 
scare, but we expect new vol- 
ume gains in the second-half to 
more than compensate for 
that." said the tanker. 

Retailers were in poor form. 
Ireland Frozen Floods finiRhad 
8 weaker at 325p after BZW 
lowered Its profits forecast 
from £42.7m to £39m for year- 
end 1969 and took the fffr y* of 
its buy list. Iceland have 
recently been undermined by 
concern about the integration 
Of Bejam. 

niw» prospect of trading 
statement due today from 
Charter Consolidated (fid little 
for its own Bhares but sparked 
interest in Johnson Matthey, 
the precious metals refiner in 
which Charter has a 88 per 
cent stake. The market 
responded to hopes that Char- 
ter may rnrhrdp in jts trading 
statement an agreed bid for 
Johnson, and the shares moved 
up 7 to 389p. 

British Airways eased a 
penny to 200p on the news that 
it was in discussions with 
Swbena. the Belgian state air- 
line, with tiie intention of tak- 
ing a 20 per cent stake. The 
price was farther undermined 


TRADING VOLUME IN MAJOR STOCKS 

dog b based on trading volume tar met Alpha mottles dead tfarottfi the SEAfi osum yeeurtay until 5 pm. 
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as two US investors which had 
been buying on the back of last 
week's strong dollar continued 
to stay away. Trade was brisk 
in both directions as 3.9m 
shares RTang mi hands. 

A positive agm satement 
from Waterford helped senti- 
ment and the stock added 3 at 
79p. Dealers spoke of buying 
from Ireland. 

A 29 per cent improvement 
in year end results foiled to 
su s t a i n Christie Group and the 
stock ended 10 off at 181p. 

Speculation that the expiry 
of the Government’s golden 
share in Ammiliiiw Interna- 
tional would attract bids for 
the company pulled the price 
22 higher to 45ffc 

A single trade of a.flm Max- 
well Communication shares 
raised a few eyebrows, giving 
rise to stories that Mr Robert 
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Maxwell was either shuffling 
stock around or reducing his 
personal holding. Goldman 
Sachs was said to have done 
the business. 

Properties were keenly 
sought following press reports 
of record rents being paid on 
West End office space. Great 
Portland, the primary West 
End developer, consequently 
led the way with a rise of 12 to 
383p and backed up by a firm 
recommendation from Hoare 
Govett 

City Gate Estates soared 43 
to 360p after announcing a rise 
in fau year profits to £&3m, 
against Just £2m in the previ- 
ous year. 

The injunction issued by a 
US District Court preventing 
Stena and its UK bidding part- 
ner Tiphook taking any further 
steps pursuant to their tender 
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offer for shares of Sea Contain- 
ers unsettled Tiphook, which 
slipped back 8 to 448p. 

Unexpected news that profits 
may not match analysts' fore- 
casts and could be below last 
year’s record £1.5m sent Rob- 
ert H Lowe crashing 22 to 90p. 

The strong run in BAT 
Industries faltered as profits 
were taken and tiie close was 
14 down at 6S9p. 

Toyota’s entry next year into 
the European luxury car mar- 
ketwith its Lexus range Incited 
buying of Inch cape, which 
holds the Toyota franchise in 
the UK and several European 
countries. Inchcape shares 
ended 9 up at 255p. 

■ Other market statistics, 
including FT-Actuarles 
Share Index and London 
Traded Options, Page 32 


A CLEAR EXAMPLE 
OF SUCCESS. 

Pre tax profits of£32Sm. 

Earnings per share were 27.3p. ■ 

Dividend increased by 13% to 9.5p. 

Over five years earnings per share have grown 28% compound and dividends 20% compound. 



THe rcmlq«ra »n oth« J record far ri« Qroup- T* ni r « » profa Ituataicd 

ID £325 millioa and pamiiigs aUiibmaMe U> BbndMUm exceeded £200 mQHoo. 

Hie qulKy oTctniiiiSi h» Inprovod Dutharu • nsntll oTUm bcaarwwUwlda 
NiaanarilMCinqiaadlMliKical]iBP<otaibeiiitlBi>cnwlbrVlfltancai«. 

Earoinci par «h»re hue improved tqp l.lp 10 27Jp. 

Tho second Inicriia dhtdend bn been Inavucd by S.79p to &B4p par tee. 
fMag > nud dtaWeml for ibc tot of Up per (ban, n iaaMH of Uj>. 

In Ihe pact five yean, dividend! to chwctaoldcra have increond by 2M 
campannd a year and ullfii pnrrttani b— rtaan by 28tt co mp o un d. 

Imw bacincraMcd to £2^73 million wUleagoaUagpiafosiMOloIMS 
mlDioa. up 14% on 198*. 

AUournn>ioroper«/ioa«. with riwirc r r tHionofOfKiootei. ba ypcifoc u tedncll 

This b Uk fust year for Uk Ion three that our trading recuits lave not been 
aflected by a dtanga in lbs year end of soma of oar motor nbsldianc*. lb measure the 
Craop'i underiyiiut Rtnvtb, dMRi moaniiisliil cwnpartaoni can ba nudk by aUndcuBlng 
lUs ■cant* - pnKax profit of OS million In 1988. Comparing me bat mo yean on Hu 
bad*, turnover ha, Inorared by IMi and operating profit by IWk AJlor absorbing ths 
(ntcrea etm of die VUIoocamand the Austtalosian atamWtkwi, (be pn-t» profo has 
ilien by 13* and EJ3S by fijBbln qritc ofUie foracsH dtlntion foUonng the VUoncan 
■cqnbitka. 

hmssmeini and rcWnd companlei' Income in 1989 has benefited Hum major 
annibudoni hare Mexico and Btaril. wilb snullar a mo u ni! from Arsendna and 

OaraHmt 

Group caplttf eapemSnne ai £217 reUltoo cootkaie t high as oar core 
businesses of flat and safety I 1 — and vinoa care comtroa now fe d) hies » mart 
increasing world demand for oar product*. 

Acqmsitkm costs snmunlcd to £175 million, three qusiters of which b 
accounted for by dm ptnehHSof the mmairtiig shams in PiOdnsnm AO. Anstralia.and 
New Zeabnd Window COass. 

Um mhgr mbor espendiuiia relates to the offer m buy cot the minority 
ibm* s tfeki s tn PtactaqU* md De bl b utr h . 

This coMdctable Group activity in acgoMtlons and capital cxpeoditUR has 
lad U> Group net borrowings inereaslns by X2I2 million taUW mlHkn at Um saw and.' 
As expected, tba Group's net ceanna has risen from 394b to 594bof shareholders' &mdi. 

The Gnwp's gearing shoold be ndneed daring 1989/1998 as a remit of the 
investment by Nippon Sboei Glass in LibbeyOweas^brd. Ibrongb selective 
dhestoeni and through strong hnenul cedi gcncailML 

Both imi inimest cover of S.7 times and dividend eowr of 29 limes remain 
•atisfeetory. 

The taxation chaise la 3Wbof pretax profn09*8-33 , A benefiting partlcnlarty 
ban tax iHimum, on cajHuI Investments aroond the anrid. 

Tho onroottUnaiy dtarge of 134 mfUlon nlrtas Mtirety la the reattuentriag 
«R» of our safety glass operation* rttbeU-S-A- 

flAT AND SAFETY GLASS 

Tha BttRuaa ope/alioni of flat and safety glaa have achieved profits of £152 
aillUoa «Uh a 15ta matgln on mica ofow O billioo. TWo new Beat lines are under 
eonittvetlWk in Ibe United Kingdom and In Germany, to satisfr the growth In demand. 

Id the United States, UbbeyOwemrford's profit* hne risen so £M mUthm, ■ 
37%lmp(OKmcm. Ttey have signed a new five year agreereanl with Ocanl Mann for 
the supply ofautomouve glass througbool N«tb Amatien. 

Nippon Stac«GiaaCOiUd.bivebaca Invited in join us asa^nner In Llbbeyr 
Owenp^onL They w|P Invest USS230 millkm in purchase 1 20% imeren, sublca to 
damme flmnt Um is i i maiy yiifrmnirrri- 1 smborhica. Through ItdapannenUp aw 
intend to build on nor world leadmahip In aolomiitiiw glatipreduettadd in stmdgtben 
our ability to serve the aulomrtiw Industry. 

Attmada. whose second Boat line began production in NowmbKaod 3omh 

AWoahaweadi achieved another esceOeu* year arfthmceed sales add pigfita. 

IfygyLAIION AND SKUWORQOWXNTS 
' IhemOd winter hot undoubtedly had an advene ollbct on the ovetall demand 

for bn hiimi. Tins 1 ms led D jpcnasedcem|wliriw|nasniesHiUMllBltadKlngdiM. ta 

yplro nfdii*. p^c wnwslns ntliCictiHT. HUherh nn l Minn s wm toiili expected to 

mine into three in IMO as pari of Um new Bollding Regulations win be andcana. 


VEHONCABE 

At Pllkfautoo Vtskmaic. our manageaieiH Iws now brought loaetber a 
eohsrant and eobesIveiroiM opbthiltnlc boWoen. Sales haw risen to £212 milHon H988 
- UM milban) and prafiti have risen tn £3S mill ion ( 1988 - CIS million). ProOt eurgina 
an now above those aebimed by Sola before the U.S. VUkmaic acqulritloo. 

Our visien can business hu been ftuther suengtbened by the acquisition 
May 1989 of CoopcrVWon's Europnsn cantact lens operations. 

OPIBONICS 

Optronics has suffered a ooasldcnble reductian in odes of defence 
equipment, and a eoottnued erosion of profit rougl ns on eomcacu with the Ministry of 
Defence Ins resulted In ■ trading lorn of £2 million for the you. A nuilor redundancy 
peoy m wne at Ban fe Suoud and ctliM rem e d ia l actions. csUwatcd to cost H-SmiHum. 
base since been hep leroen ted. 

TECHNOLOGY AND LICENSING INCOME 

Bandogs hr nmfioMHeettsIng and tcdinkalBMlstancc*«noq medio 139 mUUon 
0988 -X2S million). 

PSOSPECTS 

The Imaedhoe fotme is dUficnlt to predla daring ■ period In which we an 
experiencing high interest rites and large relative movements In the value oflhe wand's 
aniarcuncacks. 

Howevee oar worldwide op erao o ni am now boner spread and trading 
comfibont in the majority of Item haw been finourable. with little sign of any dew 
down la the world ocoooany. 

STATEMENT BV THE CHAIRMAN ANTONY K. PILKJNOTON 
FINANCIAL HIGHLIGHTS 
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£332.9 

Opentim Profit 

349.2 

305.7 

Immoeat bieoate add mined cempanlea 

448 

34.0 

Interest paid less received 

(bSJ) 

0*.4) 

Group profit before taxation 

32SJ 

302.3 

Bandogs per Mdinay share 

27Jp 

2C.2p 

Divbteab - per ordiauy lhure 

9J0p 

8.40p 

- gross equivalent 

l£67p 

IIJ9P 
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FT UNIT TRUST INFORMATION SERVICE 


' Current Unit Trust Prices are available on FT Cityline. To obtain your free 
Unit Truat Code Booklet ring the FT Cityline help desk on 01-325-2128 
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FINANCIAL TIMES WEDNESDAY JUNE 21 1989 


CURRENCIES, MONEY AND CAPITAL MARKETS 


FOREIGN EXCHANGES 


Dollar locked in narrow range 


THE DOLLAR was locked in a 
narrow range yesterday, but 
towards the close of European 
trading it edged higher and 
attacked resistance levels of 
DM13800 and Y144U0. 

Sentiment surrounding the 
dollar remained strong, but the 
fear of central hank interven- 
tion kept trading thin and ner- 
vous. The market did not have 
enough conviction to challenge 
the central banks, but at the 
same time was in no mood to 
test the downward potential in 
the currency. Japanese institu- 
tions are reported to have large 
cash holdings ready to invest 
overseas, ami this is likely to 
keep a Door under the dollar at 
present. 

The Bank of Japan inter- 
vened in Tokyo, but on a 
smaller scale than of late, sell- 
ing between $200m and $300m. 
Dealers said central banks, 
including the US Federal 
Reserve, have been less obvi- 
ous in selling dollars recently 
and have tended to intervene 
through a small number of 
banks, creating a mood of 
uncertainty and keeping specu- 
lative pressure down without 
using up large amounts of 
reserves. 

At the close in London the 
dollar had improved to 
DM1.9780 from DM1.9730; to 
SFH.7100 from SFrl.7050; and 
to FFr6.7125 from FFr6.6950, 

fi IN NEW YORK 


but h*d eased to Y144.05 from 
Y144.40. This was above the 
closing level in Tokyo of 
Y14330. On Bank of England 
figures the dollar’s exchange 
rate index fell to 723 from 72.4. 

Sterling attracted more 
attention than most curren- 
cies. with the pound tending to 
consolidate after its recent fail 
Mews on UK money supply 
growth and bank lending was 
not encouraging, but it pro- 
vided further weight to the 
argument that London Interest 
rates must remain high for 
some time. This in turn gave 
the pound support 

Seasonally adjusted MO 
money supply rose 13 per cent 
In May, compared with 0.1 per 
cent in April, to give a year- 
on-year rise of 6.2 per cent 
against 5.7 per cent. The mar- 
ket was looking for a monthly 
rise of LI per cent and annual- 
ised growth of 6.0 per cent The 
rise of £6.7bn in bank and 
building society lending (M4) 
was lower than the £7.0bn in 


April and the average of £&9bq 
for the past six months, but 
was above market forecasts of 
around £6bn and the more opti- 
mistic expectations of £5bn. 

Sterling finished below the 
day's peak of DM3.0750, but 
rose to DM3.0650 from 
DM3.0550. The pound also 
Improved to SFr2.65O0 from 
SFr2.6400 and to FFr 10.4000 
from FFr103700, but eased to 
Y223.25 from Y 223.75. In early 
trading sterling was over 1 
cent higher against the dollar 
at $1.5610, but closed only 5 
points higher on the day at 
$1.5495. According to the Bank 
of England, the pound’s index 
touched a peak of 913 in the 
morning and closed at 91.0 
compared with 903 on Monday. 

The Spanish peseta held 
firm, after joining the EMS 
exchange rate mechanism this 
week. The Bank of Spain 
capped the currency by pur- 
chasing $94. 335m 

The French franc held 
steady against the D-Mark 


FINANCIAL FUTURES 


Money supply prompts setback 


THE CLOSING level of 8530 
for September short sterling on 
Lifle yesterday may represent 
the middle of its trading range 
over the next week or so, 
depending on the performance 
of the pound and the UK econ- 
omy. 

Dealers said that bad news 
could take the contract down 
quickly to 8540, but if there is 
conviction that base rates can 
be prevented from moving 
above 14 per cent a high of 
8630 is equally likely. 

utelokg qlt fqtvses optbk 


The news the market is 
waiting for concerns UK trade 
in May. These figures will be 
published next Tuesday and in 

the meantime trading is likely 
to be quite nervous. 

Cash rates on the money 
market invariably move up 
defensively ahead of the trade 
figures, and on this alone ft 
seems more likely that short 
sterling will fall than rise in 
the short term. 

On the other hand some 
traders said it was not a time 

UFFE IB T8EA50W RUB FUHME3 SPTMS ' 


to sell because prices are likely 
to be driven up by holders of 
short positions, who have 
already lost mosey as the con- 
tract has recovered over the 
last week or so and need to 
buy back to cut losses- 
The contract opened firm at 
8538 yesterday, boosted by a 
strong pound and touched a 
peak of 8539, before falling 
babk on disappointing money 
supply and bank lending fig- 
ures to finish slightly above 
the day’s low of 85.79. 
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DoueteMirt. 

2.45432 

207230 

KethXMhta- 


2.76440 


Frendi Franc. _ 

833032 


ItriknLkra 

i 

1780.79 


lawnee Ya ... 

17&604 


Nanny Knoe- 
Spn^hPesea. 

N/A 

156217 

7-51781 

131721 

5<adlsti Knna . 

a 

830063 

6.99513 

SMfj) Fran 

9 iotas 

LI92B3 

Ml Orach. — 

20^ 

ft 

178-383 

0.776680 




DOLLAR SPOT- FORWARD AGAINST THE DOLLAR 


Jwe20 



ECU 


sprrod 


13415 

13465 

11965 

22140 

4110 

16426 

124.80 

1436*1 

m 

6M*» 

14320 

13.84V 

17005 

10465 


13610 

13555 

12095 

22320 

4145 

ISk 

164.80 

125.90 

1434V 

7.17*, 

671*i 

6676. 

14425 

13.92 

17175 

10520 


aw 


13490 

13465 

11990 

277M 

4135 

7.684 

L9775 

164.70 

125.75 

1433 

7J7 

671 

667 

144.00 

mu, 

170® 

18466 


13500 

13475 

12000 

22270 

4145 

789 V 

19785 

16480 

12585 

1433b 

7.171* 

671V 

1191V 

17105 

10475 


OatmMi pi 


0.58-0l56cp«s 

0.09-0-Ktrifc 

027-0Jlcdb 

0.49-a47cpra 

P&OO-XSOcpn 

B'.4M'.15wwn 

Pft&d 

10-20tdb| 
250-38aindlsj 
0.7D0.95omfa I 
0.428 JTEpm 
102-l_17on<fc 
Pll34-052ypro 

emiitomi 

r 0.40-0 J7qro 
fa<L4IH).60afls 


438 

- 1.02 

-290 

239 

124 

0.43 

2.96 

-5.48 

-144 

-231 

-138 

0.71 

-197 

4.43 

109 

271 

-573 


Three 


170-lt5ooi 
DJ.0-0.28db 
0868.91(0$ 
130- 126 pm 

I2.00-9.00pm 

0J54U5pm 

129-12500 

220-280* 

0040* 

270-9.40* 

285-llSdb 

1108.95pm 

3®-330*s 

149-L46cm 

&8Q-650PR 

18&-104pn 

030-KKWs 


% 

M- 


432 

-0.44 

-294 

231 

182 

038 

is 

-271 

-253 

-168 

0.61 

-191 

431 

209 

249 

- 2 © 


4 Sterling quoted In terms al SWLand 
t Euncear CarantsBhw CataladME- 
• AM SDR rates are for JtneJ.9 


ECU -per £. 


GomoBdal rates tomb the end of London traffing-t UK and Irelaial are Med la US cremqr. Ftrreart 
and dtsanra apply to the US dolW and not to the lodMduai cartsxy. Belgian rate b for 
Financial franc 4L4&-4L55. 


CURRENCY MOVEMENTS 


JmJO 


EURO-CURRENCY INTEREST RATES 


Sterling - 

U5DoUar 


U3I 

Canadian Dollar -. 
Arabian Schilling — 

Be Wan Franc 

DanSiK 


Deutsche BJark 

Sreta Fraro 

Guilder 

Frort Franc 

Ura 



Sterling — 

US Dollar 

Can. Dollar— 
D.GaUder — 

§ir. Franc 


Fir. Franc.. 

Italian Ure 1 

5 Fr.CFta) — 

5 Fr. ICinJ — 

Vm 


D. Krone 
Aslan SSI ng. 


Moran Guaranty changes: 

1982 -It * Bank of England lot 
1985- UOr-Eates ate farJiM39 . 

OTHER CURRENCIES 


Short 
tare _ 


9V9V 


7 Days 
notice 


13 V- 13 


Long term EmtMlars: too 
n9A- 


Jean 9A-9A per cent rwnhtal. Short term races are can hr 


Ihte 

Noahs 


9i 

Months 


One 

Tear 


, ftrojeafs9A-91 per cent; IVe 
t Ym; otters, bn days' notice. 


EXCHANGE CROSS RATES 



£ 

S 

AigeaUna- 
APttnlla — 

Braril 

Ftrtarri 

Gram 

Hongkong .. 

32330-326.60 
20490-20515 
L8025-LB125 
68520-6.8720 
26L%-266.45 
12 L305- 121465 
114.75° 


KMM9M.. 

Korean...... 

Iraoifewrg 
M+Wrta - 

Mexico 

N. Zealand .. 
SareBAr. 

rassr] 

5-AilFri 

pa 

TTirn 

Wi M 

Taiwan 

UJLC 

40.45-4035 

5.6860-58915 

26. DO -26.05 

33720-3.6730 

*SelllDg rate 


Juk20 

£ 

5 

DM 

Yen 

FFr. 

S Fr. 

H R. 

Lira 

CS 

B FT. 

£ 

1 

1350 

3065 

2233 

10-40 

2650 

3.450 

2221 

1865 

64.15 

S 

0.645 

1 

1977 

144-1 

6.710 

1710 

2226 

1433 

L2Q3 

4139 

DM 

0326 

0306 

1 

7285 

3J93 

0865 

1126 

7248 

0.608 

20.93 

YEN 

4.478 

6.941 

1173 

1000. 

4637 

1187 

15.45 

9Mb 

8352 

2873 

FFr. 

0.962 

1490 

2947 

214.7 

UL 

2348 

3317 

2136 

1793 

6L68 

S Fr. 

0J77 

0385 

1157 

8426 

3.925 

1 

1302 

838.1 

0.704 

2421 

H FI. 

0390 

0.449 

0888 

64.72 

3814 

0768 

1 

6438 

0341 

1839 

lira 

0.450 ] 

0.698 

1380 

1003 

4883 

1193 

1553 

1000. 

0.840 


CS 

0336 

0831 

1843 

119.7 

5376 

1421 

1850 

1191 

1 

34.40 

B Ft. 

1359 

2416 

4.778 

3483 

16 >1 

4131 

5.378 

3462 

2907 

100. 


Vm per 1 . 00 a French Fr. pre 1ft Lira per 1,00ft Brtgbn ft. per 100. 


Strike 

Caib+ettfaHOt 

Pnts-settleiiiens 

Strike 

CaHt-teUtaMs 

PreMUhroods 

teg 

Calb4tQknMts 

PUtfrsettknenls 

Pita 

140 

Jri 

1510 

isii 

JbI 

0 

*1 

ss 

9025 

ft 

Ok 

106 

ft 

Dec 

20 

Jro 

88 

ft 

Ml 

0 

ft 

145 

1010 

1010 

7 

42 

9050 

62 

87 

15 

26 


63 

84 

0 

29 

150 

522 

555 

59 

144 

9075 

45 

70 

23 

34 

8551 

38 

67 

0 

37 

155 

202 

269 

239 

358 

9100 

SO 

54 

33 

43 

657! 

16 

52 

3 

47 

160 

50 

105 

587 

694 

9125 

19 

40 

47 

54 

8600 2 

3 

14 

99 

185 

a 

33 

1045 

U22 

9150 

11 

29 

64 

68 

8625 0 

29 

37 

74 

170 

1 

a 

ISM 

1597 

9175 

6 

21 

84 

88 

8650 0 

21 

62 

91 


Estimated mbm total. Can, 0 Ms 0 
Prestons day's open Ibl Calls 190 Pots 5 

LONDON (UFFE) 

20-VEH 99V WHIM. GET 
£50840 32adi of 1N% 


Estimated sohme total, bib 215 PMs 0 
Ptartons day's open ML Calls 4241 Pots 2902 


Estimated Minnie tidal. Ca8s 1084 Ptti 2558 
Prntoo day's open te. Cain 36639 Pto 38106 


pguoBJTOgjff onaws 

£M35« tenth mr & 


Jon 

Sep 


Close Higb Low 
9203 

9341 93-31 9340 


EsttBHad Vatew 26677 0723fi» 
Previous ftys open ioL 26064 Q6890) 


7-1 B VEAB 9% HOTOML GOT 
£508*4 32ndl fll 104% 


□use 

90-10 


Jut 

Sep 


EsUmtted Vohme 0 HB 
Pmrlotts (Jar's opm tatL 0 R8 


High 


Prrr. 

9217 

99-15 


90-19 


arta Calh 

L4M 1080 Itw3 lfS IflS 

1.475 7.92 6® 624 657 

1300 53B 698 628 685 

1325 L25 484 48B 533 

1350 2L28 293 334 435 

1375 125 200 233 334 

1-600 0.71 LZ7 180 234 


Prevtam dtfi open tab CaDs 
ftatans day's nine Calls 


CHICAGO 


JM 

031 

02b 

045 

105 

IM 

244 

1530 


PMS 


0$ 


., Pw 360817 m carewted 
Puts 11,915 (Ail currencies} 


0.7b 

132 

1® 

206 

330 

459 


131 

205 

292 

435 

5j65 

736 


Dec 

281 

279 

3.76 

492 

62B 

7.81 

986 


D3. TREAStfflY BOBS awn 8% 

SU08M32hbM10tMh 


JAMH3E TEH (OHO 
T1230, S ner YlQfl 


US TREASUBY BONUS 8% 
SU88M 32mh of 144% 



Close V 

Mi Lore 

Pm. 


95-12 95 

§8 94-30 

9507 

Sep 

95-11 95 

12 9426 

95-06 

Dec 

95-06 


95-01 


EsthroW Vohme 3412 (2U4) 
PrrrhHS day's open ML 7618 (7690) 


6% MTUMULGEBUH GOVT. I 
BN 25(184* lMfts of 1M% 


Jar 

s 

Mar 

Jan 

& 

Mar 

Job 

% 


Latest Utah Um 

9544 9546 94-27 

9545 9507 94-26 

9500 9542 94-23 

94-25 94-26 94-17 

94-19 94-19 9449 


Prey. 

9503 

9543 

94-31 

94-25 

94-18 

94-11 

9443 

93-27 

93-19 

9511 

9343 


ss 

Mar 


Latest RE& Core PrevT 
0.7029 a70fc 0.7014 06979 
07097 07110 0-7085 03046 


- 07108 


BEunCHE MMK GMIB 
8X125844 3 PR ON ■ 


T3S WS __ . .... 

Oififi 08089 03091 


Lore Pw». 

sep 08097 ; 

Dec 03123 05144 03118 05118 

Ure 05156 05170 osiv. 05142 



dose HI* 

Lore 


Sep 

95.05 95J6 

95.02 

95.01 

Dec 

94.90 9505 

94.90 

9486 

Mar 

94.75 


94.76 


as. HEASUW BLLS OHB 

SUiMhhifUB* 


Estimated Votane 2330 03)17) 
ftertons day's Open IM. 41878 (41889) 

6% NffTUMML LONG TOB JAPMESE S&VL 
anna yihdm iooan »r iBt% 

Date UM Lav ftev. 
Sep 103.08 103.09 103.05 10291 

Dec 10248 10231 



Latest 

9227 

Lore 


Sep 

9225 

<D7l 

92.29 

Dec 

■ 92.45 

92.45 

9242 

9230 

Mar 

9264 


9263 

92.70 

Jro 

9235 

_ 

9235 

9260 

Sep 

- 

• 

«■ 

9250 


TNKENNiis onoHUJui ana 

OnpMMro flfflW 


_ !«8C» 

PnsHons day's open ML 982 (9901 


sums fwuc anD 

SFr 12580* S per SFr 


1HKE MONTH 5THBJKS 
£502448 pMMlM 100% 



Cka* 

aSa 

Low 

Prev. 

Jtn 

8538 

8533 

8537 

Sep 

930 

85.99 

85.79 

8179 


86.49 

86.66 

8634 

8630 

Mar 

8738 

87.40 

8738 

87-29 


Latest HMi Low Prar. 
Sep ojaas oM2 n^an 05395 

Bar 05920 05944 05915 BWI 

Mar 05967 



Latest 

High 




90.95 

90.96 

90.90 

90.98 

Sc 

9L10 

9U1 

9L07 

036 

Kar 

9L30 

9130 

9136 

9136 

Jro 

9L2S 

9135 

9131 

9139 

te 

9130 

9130 

9U6 

9133 

o« 

9L04 

9U1 

9103 

91.13 

Mar 

9L11 

41 1? 

9107 

9U4 

Mi 

9L09 

9L11 

9LQ5 

9U2 

stuuiMD & nns 3M ma 



S5HtTOa Index 





Uteri 

Wgb 

Low 

Pier. 

te 

32735 

3Z7.7H 

32650 

33640 

Dec 

33135 

33160 

330.45 

me 

Mar 

33530 

33530 

334.90 

33465 


BL VU. (he. ftp. not rtnrepj 36276 07950 
Previous day's open M. 97300 (96202) 


UOEE MMTH EtnONULM 
Slut pah* of 104% 


Close HU Low Free. 
Stp 90.97 90.97 90.91 90.98 

Dec 91.11 ’3LU, 9LS& 9138 

Mar 9131 9131 9135 9137 

J» 9134 9U8 

EsL VnL One. IlgL not shomd 8495 (7356) 

Prevknd day's open IM. 41284 (400271 


tube with Biammw 
BN la petard M 104% 


aw 

Sep 93.05 

Dec 93.06 9306 93.07 93.06 

Mar 9039 9338 9336 93.06 


a Lure Prev. 
93M 93.06 


Estimated Vokne 4133 (29931 
Previous (bp's open UL 15736 (149491 


FT-SE UN OIBEX 


Jin 

Sro 


On* HU tar ftw. 
217.95 21850 21750 21655 
22280 22280 in »i g 


Estimated Vohme 4245 (31911 
Prevtons (tty's open hrL 24261 (23972) 


POUNO-S 




lutt. 3 -aU. 6-ndfc. UaMh. 
15439 15328 15130 L4845 


aowimiHG $s m t 


Latest HU litre Pm. 
Stp 1.5330 1.54* 15318 15236 

Ok 15160 15240 15160 15076 

Ure 15030 15094 - 1.4932 


MONEY MARKETS 


FT LONDON INTERBANK FIXING 


Rates a little firmer 


LONDON INTEREST rates 
were slightly firmer yesterday 
after May figures for UK 
money supply and bank lend- 
ing reinforced the belief that 
bank base rates will remain 
high for the foreseeable future. 
Growth in MO money supply 
and M4 bank lending were 
above the general level of City 
forecasts, pushing interest 
rates slightly firmer. 

Three- month sterling inter- 
bank opened at 14-13H) per cent, 
with the downward trend 
encouraged by the pound's bet- 

UK cte re tef bank base bmdh? refer 
14 per cart 
from Hay 24 

ter performance. Nervousness 
ahead of the money supply 
data pushed the rate up to 
Miir-1315 per cent by mid-morn- 
ing however, and after the fig- 
ures were published three- 
month money rose to finish at 
14'A-M compared with 14^-13^ 
on Monday. 

The Bank of England ini- 
tially forecast a money market 
credit shortage of £650m, but 
revised this to £600m at noon 
and back to £650m in the after- 
noon. The authorities did not 
operate in the market during 
the morning, but provided 
total help of £674m in the after- 
noon. by purchasing £4l2m 
Treasury bills, in band 1 at 
13 % per cent, and £ 2i3 m bank 
bills in band 1 at 13% per cent 
Late assistance of around £50m 
was also provided. 

Bills maturing in official 
hands, repayment of late assis- 


tance and a take-up of Trea- 
sury bills drained £107m, with 
Exchequer transactions 
absorbing £640m. These factors 
outweighed a fall in the note 
circulation adding £70m to 
liquidity and bank balances 
above target of £25m. 

In New York the US Federal 
Reserve drained liquidity, via 
overnight matched sale and 
repurchase agreements, when 
Federal funds were trading at 
9% per cent 

In Zurich the Swiss banks 
cut the rate paid on customer 
time deposits by y« per cent to 
6 '/ 1 per cent for all maturities. 
This followed a cut of Vi per 
cent on June 5. The Swiss 
National Bank reduced its 
floating Lombard rate by % 
per cent to SK per cent yester- 
day. 

In Frankfurt call money was 
steady at 6.40 per cent as tax 
payments kept credit condi- 
tions tight. Dealers hope this 
week's 35-day securities repur- 
chase agreement tender from 
the Bundesbank will provide a 
net inflow, but the central 
bank is not expected to 
increase liquidity significantly 
above the DM8.3bn leaving the 
money market as an earlier 
pact expires. The result of the 
tender, at variable bid rates, 
will be known today. 

In Brussels the Belgian 
National Bank cut the rate on 
three-month Treasury certifi- 
cates by 0.05 per cent to &55 
per cent One and two-month 
rates were unchanged at 8-25 
per cent and 8.50 per cent 
respectively. 


(LLOO ajn. Jroe20) 

3 wrote US Mbn 
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Md 9\ | offer 9h 


Ttaf (him rates are the arttboiait acres landed to, Ore «area ooe-sht«nth. ol tte 6M and ofTmd rates far SKAa 
dly IfcoMtoU fire reference bate at 11 00 im. each wcrkJug fe,. n» torts « national Westmtaeter 
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MONEY RATES 


NEW YORK 

Lunchtime 

Print rate. 


Treasury Bills and Bonds 


Treowrett.. 

IX Tine rami! 

Broker ban rate 10b-b Six rauttA .... 

Fed.fiods — JMj| One year 


Fed Jms A feureeaU 0 B_ 


8.74 Thwpar_, 

851 F*ije»_. 

8.43 Fherar._ 

— . 854 Smnyar.. 

850 lQ-iar.__ 

Twojtre 8.45 30-rfar .... 


.8.45 


.856 


.832 


-852 


-850 


LONDON MONEY RATES 


June.20 


Interbank Offer 

Interbank Bid 

Sterling CDs 

Local Authority Oops. .-! 
Local Authority Bonds .. 
Discount Mki Deps. 


Finance House Deposits 

Treason Bills (Buy) 

Bank Glib (Buy) 

Fine Trade Bute (Buy). 
Dollar CDs 

SOD Linked Dep Offer .. 

SDR Linked DepBM 

ECU Linked Dep Offer... 
ECU Pitted Pep Bid 


I 7 days One j Three I Six 1 One 

O*™"" 1 notice Month Months Months Year 


134, 

124 


13 

M 


13 

uh 


i3a 

13V 

14 

14 

s 

«3Si 

a% 

8 % 


14 Li 

14 


14 U 
14A 

SSk 

8H 



Treasury Bills (sell); one-month 13^ per cent; three months 13t, per cent; Bank Bills CsHD: 

one-month 1313 - -- - 

discount 13621 

raws for oertod June Zt>.lW9_-„_. . . 

14.45 0 . 0 . Reference rate fqr period April if to #rfay 31 . 1909. SdK 

Authority and Finance Houses seven ays' notice, others seven days' fixed Finance Houses Bast 
Rate 13 *s from June.l , 1989. Bank Donslt Rates for sums at seven days notice 4 per cent 
Certificates of Tat Deposit (Series 61; Deposit £100.000 and over held under one month per 
cent; one-three months 11 per cart; three-six months 11 pereem; iU-nine months 11 per cent; 
nine- twelve months LI per cent; Under £100,000 9>j par cent tram December 1,1988, Deposits 
withdrawn fqr cash 5 per cent. 


EUROPEAN OPTIONS EXCHANGE 


Sates 


fiotdC 

GoldC 

GoMC 


J 360 

S3t® 

3390 


Aug. 89 


70 

71 


Last 


480 

250 


Nor. 89 


« 

48 

2 


Last 


23b 

12 

850b 


Feb. 90 


VM 


Last 


32 


Stock 


5 366.90 
S 366.90 
S 366.90 


Jttl.89 



Ft 270 
FI. 280 
Ft 300 
FI. 310 
FI. 315 
FI. 320 
FT. 300 
FI. 305 
FI. 310 
FI. 315 
FI. 320 
Ft 200 
FI. 215 
Ft 220 
FL 225 
FI. 230 
FI. 235 
FI. 220 
_FL 230 


42 

100 

248 

518 

263 

361 

120 

155 

698 

174 

343 

60 

60 

44 

332 

53 

56 

1 


(4750 

37 

&750 a 
980 
680 
4.20 
1 

180 

3 

5 

7 

850 a 
5-20 
Z79 
0.95 
05i 
2.30 
9 


Aug. 89 


Sep- 89 


FAIRBANKS 



FINANCIAL 


MORTGAGES/ 

REMORTGAGES 

ARE YOU 

aware that there is 

FOREIGN INTEREST IN 
YOUR MORTGAGE? 

* ECU loans at 10% fixed 
* Deutschmark loans at 9.25 /o 
Sw. Franc Joans at 9.75%* 

MULTI CURRENCY FACILITIES 
ALSO AVAILABLE 

* Rates correct at time of going to Press 

If you would like further information on 

any of the above please call 

01-385 5544 

Licensed Credit Brokers. Open 7 days a week] 

Monday -Friday 9am -7pm Satutday/Sunday IOam - 2pm| 

Appointed Representative of Sun Alliance Life. 
Member of LAOTRO and 1MRO. 


GRANVILLE 


SPONSORED SECURITIES 







Grots 

YleM 


High 

Low 

Company 

Price 

Chance 

dir to) 

% 

m 

340 

295 

Ass. BrfL tod. Ordinary— 

340ml 

0 

ID 3 

30 

92 

38 

28 

Annltageand Rhodes - 

32 
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- 

- 

- 

35 

25 

BSBDofgg Grasp (USM) 

35 

+ 3 

2.1 

9.9 

8-5 

210 

149 


197 

0 

2.7 

1.4 

33.7 

124 

105 

EUrrion Group C*. Pref. (SO 

123 

0 

67 

54 

- 

123 

100 

Br^rTedmotogtes 

100 

0 

59 

5.9 

80 

HO 

107 

BrembUI Cor. Pref 

108 

0 

110 

10^ 

- 

305 

285 

CCL Croup Ordinary ... 

296rt 

0 

14.7 

50 

3.7 

176 

168 

CCL Group U% CMV.Pref 

174 

0 

14.7 

8.4 


210 

140 

Cretan Pic (SE) - „ 

205 

0 

7,6 

3.7 

12.1 

110 

109 

Carta 7J5% Pref (SO 

110 

0 

10J 

94 


835 

355 

George BMr_ 

825ml 

-20 

12.0 

U 

162 

125 

H9 

IsbGriHp — — 

125 

0 



164 

184 

115 

Jackson Graep CSE) 

190 

0 

7.1 

3.9 

10.5 

322 

261 

MuMtame NV (ArattSF) 

305 

0 

• 

- 

- 

118 

90 

— « »--■ 

118 

+1 

76 

64 

46 

467 

403 

^tlrflllrt 

467 

0 

18.7 

4.0 

12.4 

290 

270 

Tonby & Carlisle 

290rd 

0 

9.3 

3.2 

101 

117 

100 

Tonfcqr A Carlisle Con Pref 

116 

0 

107 

9 2 

- 

122 

92 

Trevian HokCmes (IBM) 

97 

0 

2.7 

2.8 

10.4 

127 

106 

Unbtrnt Eoropi Con* Pref _ 

123a) 

-4 

93 

76 


395 

355 

Vetertaary Dr*a Co. Pic 

390 

0 

220 

56 

9.4 

370 

327 

W^Yentn. _ . .. 

335 

0 

162 

4.8 

27.9 


SecatWa de rt g a Mod (SO and (USED m draft In wpfett to or rale and ragatotiuas of The 
Stock Exchange, otter securities Hoed above an dealt In nb|ect to the roles of ISA 

Tl» Securities an dead In strictly on a matched hatjafai tats. Neither Gnmtilc 8 Co 
United nor Grarille Davies Limited anr natat makas bi these seoirtUe* 


GravdeACb-UL 
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ac r oss 

1 and 4 Wartime raider just a 
castle In the air? (6£) 

10 Spread around fish of the 
sea 0) 

11 A pole to support back? 
That’s divine! (5) 

12 Final resting place toe foot- 
wear (4) 

13 Anchored to drifting multi- 
faceted body ( 10 ) 

19 and 16 Fancy Sadie’s soup? 
It contains energy - and 
fat! 06) 

19 Rough on second boat? (6) 

21 Grand party to hover 
around, shamefaced (4-3) 

28 Robots boil ding half car 
- not as programmed ( 10 ) 

25 Small group’s display of 
patriotism ( 4 ) 

27 A levy to make one angry 
(5) 

28 Headquarters crew given 
time following a disgrace (9) 

29 Stricken man In explosive 
situation overlooking valley 
(8> 

30 Churchman’s key student a 
novel schoolboy? (6) 

DOWN 

1 Well acquainted with a 
witch’s pet? (8) 

2 Standard glue used at court 

3 <§Jd boatman given number 
one hydrant (4) 

5 Ham does about tom (7) 

6 Getting across discomposure 
of servant girl subject to cut 
UO) 


7 Lager - tipple for com- 
poser? (5) 

8 One's coming up East though 
unlikely to get a hearing (6) 

“ rang from sorceress ensnar- 
ing William’s heart (6) 

14 Unfathomable as a severely 
bowdlerised version of A 
Midsummer Night’s Drum 

17 Tw o con tinental articles put 
on beneath outer garment? 
(9) 

18 Coasting about as an unbe- 
liever <8> 

20 Crown decoration that ban- 
dits have buried (7) 

21 shed in which to 
exhibit unfinished paintinpi 
(8) 

22 Hunger for salmon, perhaps, 
caught around morning (6) 

24 Dog track? (5) ™ w 

™£® re °ne could be held for 
i battery ( 4 ) 

Solution to Puzzle NoJS ,964 
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TRADING in stocks has slowed 
noticeably this week as inves- 
tors concentrate on playing 
takeover situations while try- 
ing to work out whether eco- 
nomic fundamentals Justify a 
further move upwards, writes 
Janet Bush m New York. 

The Dow Jones Industrial 
Average started with modest 
gains yesterday, partly 
reflecting some cautious buy- 
ing after a week when prices 
have mostly been moving 
downwards and partly in a 
movement which tracked a 
firmer dollar and a modest 
rally in bonds. However, the 
Dow then retraced all its gains. 

At 2 pm, the Dow was quoted 
0.38 points lower at 2.479.51 on 
moderate volume of 108m 
shares. Volume of 130.7m 
shares on Monday was the low- 
est for two months. Other 
major indices were also little 
changed at midsession. 

After the substantial rally in 
all DS fingnH*! markets earlier 
this month, this is now a time 
for reflection. It is clear that 
the economy has slowed and 
that the DS Federal Reserve 
has acceded to the Administra- 
tion's desire for lower interest 
rates by easing the Fed Funds 
rate very cautiously. 

However, it is by no means 
clear that the deceleration in 
economic growth has begun to 
exert downward pressure on 
inflation. Gains in producer 

EUROPE 


price a nd consumer price infla- 
tion in May were larger than 
expected and some of the opti- 
mism about a soft landing for 
the economy with slower 
growth combined with con- 
trolled inflation appears to be 

softening. 

There is also a big question 
mark over whether the sharp 
fall in interest rates recently 
will lead to a rebound in the 
consumer and housing sectors 
which could threaten more 
inflation. 

The equity market is schizo- 
phrenic about the dollar. Ear- 
lier in the dollar’s rally, the 
strong currency was deemed 
positive because it would both 
give the Fed an argument for 
easing monetary policy and 
would attract foreign invest- 
ment in US securities. Then, 
the stock market became con- 
cerned that the strong dollar 
was affecting the competitive- 
ness of international DS con- 
cerns, such as Pfizer which 
predicted sharply lower profits 
partly because of the dollar’s 
strength. 

With the dollar still stable, 
but on the defensive, the 
equity market is not sure what 
to think. 

There are a number of eco- 
nomic indicators coming up 
this week but none are particu- 
larly market-moving. Of partic- 
ular interest will be today's 
Tan Book of regional Federal 
Reserve bank economic 
reports, used as a reference 
point at the Federal Open Mar- 


Ganada 


Hyper-active Frankfort 
leads day of strong gains 


MOST of the action in Europe 
centred on the hard currency 
markets of West Germany, the 
Netherlands and Switzerland, 
which all ended higher in busy 
turnover. France, too, managed 
a late spurt, writes Our Mar- 
kets St aff. 

FRANKFURT broke new bar- 
riers in a hyper-active day as 
foreigners joined a domestic 
buying spree that sent the indi- 
ces to post-crash highs. Vol- 
ume reached an extraordinary 
DM 10.3 bn worth of German 
shares, way above the previous 
post-crash high of DM7.Gbn 
recorded on May 30. 

The FAZ index climbed 8JJ7 
to 617.18 and the DAX index 
closed 15.12 higher at 1,472.11, 
slightly off its highs after some 
late profit-taking. 

It's gone up a little bit too 


quickly," cautioned one trader. 
“One doesn't want the whole 


thing to get overheated, for the 
bubble to burst We need some 
consolidation.” 

Blue chips again led the lat- 
est surge, which has taken the 
market up 3 per cent in two 
days. Siemens climbed DM13.50 
to DM563 .30 and Daimler put 
on DM17 to DM701. Some sec- 
ond-liners were strong too, 
especially in construction and 
engineering; Holzmann rose 
DM46 to DM1,025, Strabag 
climbed DM1-L50 to DM378 and 
Mannesman!! was up DM4 at 
DM259. 

PARIS began weakly but 
picked up sharply as buyers 
took a lead from Germany and 
a firmer Wall Street start. 
Gains were boosted by short- 
covering and position adjust- 
ment before the end of the 
account tomorrow. The May 
inflation figures were in line 
with expectations and had lit- 
tle impact 

Volume was better, with one 


estimate putting it at FFi2J2bn. 
The OMF 50 index added 5.28 
to 496J32 and the CAC 40 rose 
20.82 to 1,739-56. 

Pechiney starred following 
news of its acquisition of LG. 
Technologies, a US magnet 
producer. The favourable out- 
look for the company helped 
the Investment certificate up 
FFr6 to FFr360 and the interna- 
tional share to rise FFr8 to 
FFr231. 

CGE forecast a 10 per cent 
rise in W8Q earnings per share 
and added FFrll to FFr459, 
while Paribas predicted a 16 
per cent eps rise and gained 
FFrt to FFr499. Constructions 
had a good day, with SGE up 
FFr15 , or 6 per cent, at FFr269. 

AMSTERDAM also closed at 
a 1989 high in active trade with 
selected stock, such as steelma- 
ker Hoogovens, very moch in 
demand. The CBS tendency 
index dosed at 192.0, 1J up on 
Monday's close but below the 
day’s high of 192.3. Turnover 
was FI 986.9m, up from Mon- 
day’s FI 725m. 

Hoogovens added another 
FI 1.30 to FI 119.30 on favoura- 
ble profit forecasts; it reached 
a day's high of FI 121.70. Yes- 
terday’s advance brought the 
gain this month to more than 
FI 16. Hoogovens grabbed 
more than 10 per cent of total 
turnover yesterday. The 
Amsterdam-based European 
Options Exchange also expert 
enced heavy demand for Hoo~ 
govens options. 

ELM rose FI L70 to FI 50.70 
after saying it wanted to estab- 
lish co-operation pacts in the 
Far East, following announce- 
ments this week of agreements 
with European airlines and a 
US carrier. Fokker climbed 
FI 280 to FI 458 after securing 
a n ord er from Pan Am. 

ZURICH hit a high for the 


year, boosted by falling Swiss 
interest rates. Trading was 
lively, with demand centred on 
industrial shares. 

Chemicals were led by San- 
doz, with bearers SFr400 
higher at SFrl2,025 and regis- 
tered shares SFr225 firmer at 
SFrlO.500. 

Trading in Nestl£ was busy, 
with its bearers SPY90 firmer at 
SFT7.6S0 but below the day’s 
high at SFT7.725. 

SOLAN was driven lower 
across the board for a second 
session by worries about the 
continuing political crisis. Vol- 
ume was estimated at L280bn, 
following Monday’s L290bn. 

Fiat, which led the recent 
rally, dropped to L10.1G0 after 
being fixed earlier down L90 to 
U0890. 

BRUSSELS saw steel groups 
advance strongly in active 
turnover while most shares 
closed the first session of the 
two- week trading account 
firmer. A cut in the three- 
month treasury certificate rate 
reinforced economic optimism. 

Arbed gained BFr240 to 6,400 
while Clabecq added BFrlOO to 
BFr3,625. Shares in Societe 
Generate de Belgique were 
suspended pending its share 
offer from next Monday. 

MADRID remained dull and 
the general index crept up 0.14 
to 31084. 

STOCKHOLM ended slightly 
easier in very thin trade ahead 
of the long holiday weekend. 
The Affarsvarlden General 
Index closed down 5.3 at 
1804.6. with market turnover 
at SKr208m. Ericsson lost SKr4 
at SKr550 after a recent strong 
run, while Astra's upward 
trend was also halted, the free 
B shares dosing SKr2 down at 
SKT442. 

HELSINKI fell in dull trad- 
ing with many investors away. 


FT-ACTUAR3ES WORLD SE3D3CES 


Picking greenery in the woods of Europe 

Alison Maitland finds the pure environmental issue is still a rarity on the Continent 


ket Committee. 

On Thursday, final revisions 
to first quarter GNP come out 
and on Friday, durable goods 
orders and personal income 
and consumption data for May 
are released. 

The main focus of activity 
yesterday remained on take- 
over stocks. The airline sector 
was particularly lively after 
news that NWA had agreed to 
a $3.65bn bid from a group of 
investors led by Mr Alfred 
Checchi NWA itself fell to 
$113% but other airline issues 
jumped on speculation that the 
losing bidders for NWA may 
turn their attention on other 
carriers. UAL jumped $7% to 
$135, AMR added $2 to $64 and 
Delta gained $2% to $70%. 

The Dow Jones Transporta- 
tion Average was quoted at a 
new all-time high of 1,174.48 at 
midsession. 14.71 points up on 
the day. The last record high 
was on May 26 at 146589. 

In over-the-counter trading, 
LEN Broadcasting added $2% to 
$125% having turned down a 
$120-a -share bid from McCaw 
Cellular whose A shares added 
$1 to $41%. 


I N the fast-growing annals 
of environmental invest- 
ment, the Dutch company 
Norit will go down as a trail- 
blazer. 

The share price of Norit, a 
leading producer of activated 
carbon which is used to purify 
air and water, has climbed by 
54 per cent this year alone to 
close yesterday at FI 900 ($40$). 
Since hitting a post-crash low 
in November 1987, it has 
soared by 268 per cent and over 
the past year has outperformed 
the Dutch market by about 75 
per cent 

Its achievement looks 
im pressive. But wbat is really 
unusual about Norifs popular- 
ity is that it can be clearly 
attributed to the company's 
anti-pollution activities. With 
33 per cent of sales going to the 
water and air purification 
industry, Norit is about as 
close to a “pure” environmen- 
tal stock as one can get In con- 
tinental Europe. 

It is also a rarity. A host of 
stocks with green labels have 
been "discovered” in the UK 
this year, but the European 
mainland, where popular envi- 
ronmentalism is far more 
advanced, has yet to offer such 
rich investment pickings. 


“It’s a very nice Idea, but 
where it translates into reality 
in Europe is more difficult," 


says Ms Mary Foster, of BNP 
Securities. *T [t Is extremely 


Mon* 

Share price (Gutters) 


Securities. *Tt Is extremely 
hard to find pure plays.” 

The main problem is that 
exciting anti-pollution compa- 
nies often turn out to be sub- 
sidiaries of large groups oper- 
ating in very diverse fields. “A 
number of stocks have a green 
aspect,” says Mr Jamie Stew- 
art, erf Baring Securities, “but 
you suddenly discover the com- 
panies also sell tobacco oar hair 
spray." 

Even when these other activ- 
ities are not incompatible, they 
may dwarf the environmental 
side. Take Atochem of France, 
which is developing alterna- 
tives to the chlorofluorocar- 
bona that deplete the ozone 
layer. Atochem is a 100 per 
cent owned chemical subsid- 
iary of oil giant Elf Aquitaine, 
and "it’s hard to justify buying 
Elf as an environmental 
stock," says one saleswoman. 

Another problem is that 
anti-pollution technology can 
be very costly and profits may 
take years to come through, 
says Mr Stewart of Barings. 

“This green aspect does 
interest fund managers, but 



there tend to be few cases 
whicb are totally green and at 
the same time sufficiently com- 
pelling financially for them to 
go into it” 

These obstacles have not 
prevented some brokers from 
recommending a range of 
European stocks, alth o ugh the 
"green” definition can be 
rather wide. Among others, 
James Capel promotes Nether- 
lands-listed food group Wessa- 
nen because of its emphasis on 
health foods and "natural” 
products, and NTkko Securities 
is keen an France’s G&terate 


des Eaux because it includes 
water and waste management 
in a string of activities from 
construction to car park man- 
agement and cable television. 

Investment research in this 
field is likely to grow. Even in 
a country like West Germany, 
where environmentalism is 
nothing new, the climate is 
rfo m g fa g as the political estab- 
lishment and Industry catch up 
with popular sentiment. Dr 
Rfl inhar d Fischer, of Paribas 
Capital Markets, who has 
drawn up a German waste 
management portfolio, says: 
"Previously, environmental 
issues were viewed by German 
companies as a 'margin kilter', 
but now they see the opportu- 
nities.” 

Dr Fischer expects Ger- 
many’s first “pure play" in the 
environmental sector to be 
floated on the stock market 
this year or next in the form of 
BUS. a metal waste recycler 
owned by MetallgeseUscbaft 

Already, speculation about 
restructaring or new ventures 
in the environmental field has 
triggered toying on the Ger- 
man stock market. Deutsche 
Babcock, the engineering com- 
pany which specialises in the 
desulphurisation of power sta- 


tion emissions, is attracting 
speculative demand amid talk 
Sat Hochtief, a building com- 
pany expanding in the environ- 
mental business. Is keen to buy 
a stake. Shares in btrabag, a 
construction company and 
waste disposal specialist, have 
shot up 80 per cent this year, 
helped in the past month by 
rumours of stake-building by 
Bouygues of France. 

For the environmental pur- 
ists, however, it is often a ques- 
tion of seeking' out specialised 
companies like Tomra Systems 
of Norway. Tomra makes bot- 
tle collection machines that 
“read" the type of bottle with a 
laser beam and produce a 
receipt for the supermarket 
customer to take to a cashier 
for repayment 

Tomra’s share price has 
climbed from a low of NKr7 at 
the start of last year to a high 
last month of NKrl380, thanks 
to restructuring and to Its posi- 
tion as a world leader in its 
niche market. It has a capital- 
isation of just NKr220m (felro) 
on the small Oslo exchange. 
"It's a very interesting and 
very pertinent company, but 
not very big." says Ms Foster 
of BNP Securities. “But it 
could be a lot bigger ” 


ASIA PACIFIC 


A MID-MORNING slide in 
Toronto left stocks retreating 
from early gains by midses- 
sion. The composite index foil 
38 to 3,7478 while declining 
shares out outnumbered 
advancing ones by 228 to 207, 
on a volume of 148m shares. 


Investment trust buying supports recovery 


Tokyo 


A MEASURE of stability on the 
currency markets set the stage 
for a moderate rebound in Jap- 
anese equities yesterday, sup- 
ported by selective toying of 
specific issues from investment 
trust funds, writes Michiyo 
Nakamoto in Tokyo. 

A higher yen in the morning 
helped lift spirits and equities 
took off to a good start finning 
by nearly 300 points fay the 
morning close. The market's 
energy seemed to wane by mid- 
day but buying from special 
investment trust funds helped 
bolster share prices and the 
Nikkei index finished up 22089 
points at 33833.47. 

During the day the index 
moved between a high of 
33832.78 and a low of 33,00782. 
Advances outnumbered 
declines by 533 to 341, with 193 
issues unchanged. Turnover 
remained at a low 683m shares, 
although this was up on Mon- 
day’s 454m. The Topix index of 
all listed shares gamed 12.92 to 
2,456.63 and in London the ISE/ 
Nikkei 50 index rose 2.60 to 
1857. 

Special Investment trust 
funds bought selectively to 
boost the value of their share- 
holdings, which had plunged 
as a result of the market’s 
recent downturn. Investors 
also bought issues such as 
large capital steels and con- 
structions, in part because 
they expected them to rebound 
after losing substantially in the 
past lew weeks, said Mr Mas- 
ami Okuma of UBS Phillips & 
Drew. 

Another factor that encour- 
aged buying was that dealers 
were expected to step up their 
sales efforts today - desig- 
nated “accent day” in an effort 
to drum up activity. But even 
dealers were not as optimistic 
as usual and some described 
the market as going through a 
long and tiresome correction. 

Among large capital issues, 
Mitsubishi Heavy Industries 
topped the actives list with 
18.8m shares traded, firming 
Y30 to Y1460. Kawasaki Heavy 
Industries gained Y50 to Y1.090 
and Nippon Steel rose Y18 to 
Y624 in active trading. While 
these performances looked 


heartening, institutional inves- 
tors saw the rises which they 
supported as merely a recovery 
to previous levels. 

Among electricals, investors 
favoured the relatively large 
capital companies such as 
Toshiba, Sharp and NEC, all of 
which were traded actively. 
Toshiba ranked second In vol- 
ume with 18.1m shares and 
increased Y40 to Y1.410. 

Issues that will benefit from 
capital investments remained 
in the spotlight, although those 
which have already enjoyed 
substantial gains were 
neglected in favour of rela- 
tively newer names. 

Nikon, also considered a ben- 
eficiary of increased capital 
investment, surged on the 
strength of strong sales of a 
component in semiconductor 
production. It gained Y90 to a 
new high this year of Y1/2S0 
but closed up Y60 at Y1890. 

Large-capital steels arid con- 
structions led gains in Osaka. 


The OSE average added 206.76 
to 324206.0L 


Roundup 


THERE were mixed perfor- 
mances in Asia Pacific, with 
Australia advancing, Singapore 
steady and Hong Kong dull 
and weaker. 

SINGAPORE investors con- 
tinued to take profits while 
also buying selectively, and the 
market closed on a mixed note 
in subdued trading. 

The Straits Times industrial 
Index fell L28 to 1803.12 while 
turnover fell to 65m shares 
from Monday’s 88m. 

Malaysian Resources was the 
most active stock with nearly 
7m Chang in g hands. It shed % 
cent to 19% cents. 

Straits Steamship put on 8 
cents to S&.40 after announc- 
ing it will build a high-tech 
office block on a site bought 
from Singapore Tobacco, earn- 
ings from which are predicted 


to boost the company's net 
asset value. 

AUSTRALIA was pushed 
higher by toying by foreign 
investors and domestic institu- 
tions. The All Ordinaries index 
closed up 98 at 1,5368. 

A big loser was Hooker, the 
construction and property 
group, whose shares plunged 
to a five-year low, down 35 
cents to 64 cents, after it 
appealed to banks to keep 
credit open and unveiled 
plana far a debt moratorium. 
Another property developer, 
Girvan, fell 10 cents to 25 
cents. 

Total turnover was modest 
at 109m shares worth A$190m. 
Advances were led by News 
Corp and Brambles, each rising 
30 cents to A&580 and AS13.40 
respectively. 

HONG KONG edged down in 
thin trade in tile absence of 
fresh corporate or political 
news as the colony approaches 
the holiday period. 


SOUTH AFRICA 
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Commonsense, it seems, has little to do with the European 
Community’s bewildering array of taxes. 

Take value added taxation; 24% in Germany, 22% across 
the border in Denmark. Punitive excise duties in one country, 
none at all in another. 

Of course by 1992 ail such differences will be swept away. 
Or will they? 

At this point no one can tell Not even the European 
Commission Members who are proposing the changes. 

Read the Financial Times, however, and you'll have a 
distinct advantage: the insight only our reporters can give. 

With over 270 of these specialists covering Europe, we 
analyse each new directive, monitor reaction and explain how 
every decision will affect European business - and you. 

Moreover, we tell you how companies like yours are 


restructuring management, revising marketing strategies and 
relocating operations to exploit the open market 

They aren’t wailing for 1992, and they’re aiming to profit 
at your expense. v 


Don’t let them. Arm yourself with the hard business 


news you need to beat your competitors by subscribing to the 
Financial Times. 


And be sure to take advantage of this 

introductory offer - get your first 12 . 

issues free by simply completing 
the coupon below and retur ning 
it to Colin Kennard, or by "‘ Wfri jg Lg 

calling: Frankfurt 75980. 
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Moreover, we tell you how companies like yours are 1 lUfi C ITIfi 116WSp^p 6T 

It’s time yon subscribed to the Financial limes. 12 issues absolutely free with "1 


- U&C Willi | 

your introductory subscription. Delivered to your office with our compliments, i 
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The World Index (2435). 
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The Hang Seng index drifted 
4.7 lower to 2,337.71 on turn- 
over of KK$74lm against 
HK$997m on Friday. Turnover 
was at its lowest since China’s 
pro-democracy movement took 
off more than two months ago. 

Blue chips topped the active 
list with Swire Pacific A gain- 
ing 10 cents to HKS14.30. 

SEOUL rose strongly in reac- 
tion to recent sharp falls, with 
the comnosite index gaining 
11.56 to 907 JA. 

TAIPEI plunged, with bro- 
kers partly blaming the decline 
on rumours that a large local 
brokerage bad been conducting 
illegal trades. The weighted 
index shed 261.81 to 9,841.00. 


A STABLE bullion price 
helped gold shares move off 
Monday’s easier levels and 
close firmer yesterday in quiet 
Johannesburg trading. 
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